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The B udget and C o n tr o l  B oard  m et in  th e  G o v e rn o r 's  O f f ic e  a t  

1 0 :0 0  a .  m. on  W ednesday , Ju n e  14 , 1972 w ith  th e  f o l lo w in g  B oard  members

in  a t t e n d a n c e :
G overno r Jo h n  C. W est
S e n a to r  E d g a r A. Brown
M r. R. J .  Aycock
M r. H enry M i l l s
M r. G rady L . P a t t e r s o n ,  J r .

The m e e tin g  was a l s o  a t te n d e d  by M e ss rs . P . C. Sm ith  and W. T.

Putnam .

The f o l lo w in g  b u s in e s s  was t r a n s a c t e d .

PERSONNEL DIVISION - INSURANCE PLAN -  D r. R onald  C. H om  and Mr.

F re d  B. H a s k e l l  a p p e a re d  b e fo r e  th e  B oard  to  d i s c u s s  th e  p r e s e n t  s t a t u s  o f  

th e  p e n d in g  in s u r a n c e  p rog ram  f o r  em p loyees  o f  th e  S t a t e .  Mr. H a s k e l l  r e ­

p o r te d  t h a t  B lu e  C ro ss  -  B lue S h ie ld  had a g re e d  t o  th e  c o n t r a c t  ch an g es 

w hich  had  b een  r e q u e s te d  by th e  B oard in  i t s  m e e tin g  o f May 3 1 , 1972, and 

i n d ic a te d  t h a t  th e  S t a t e  was re a d y  to  c o m p le te  i t s  c o n t r a c t  upon r e c e i p t

o f  f i n a l  i n s t r u c t i o n s  o f  th e  B udget and  C o n tro l  B o ard .

D r . H orn  c a l l e d  th e  B o a r d 's  a t t e n t i o n  to  a S o u rce  o f  Funds S t a t e ­

m ent w hich he  had  d i s t r i b u t e d  and a sk e d  M r. P . C. Sm ith  a s  to  th e  am ount

o f  fu n d s  w h ich  w ould  p ro b a b ly  be fo r th c o m in g  from  s o u rc e s  o th e r  th a n  th o s e

l i s t e d .  •

M r. S m ith  s t a t e d  t h a t ,  i n  a d d i t i o n  to  th e  fu n d s  t o t a l i n g  $ 6 ,2 5 0 ,0 0 0  

a s  shown on D r. H o m 's  s t a t e m e n t ,  be tw een  one m i l l i o n  and  one and  o n e - h a l f  

m i l l i o n  d o l l a r s  c o u ld  be e x p e c te d  from  o th e r  s o u r c e s .  (A copy o f  D r. H o rn 's

s ta te m e n t  h a s  been  r e t a in e d  and  i s  i d e n t i f i e d  a s  E x h ib i t  I . )

D r. H om  p r e s e n te d  a c o m p le te  r e p o r t  and reco m m en d a tio n s  c o n c e rn -” 2 5 1 ?
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in g  th e  g roup  in s u ra n c e  p la n  in  w hich  he o u t l i n e d  f iv e  e le m e n ts  w hich he 

had  c l a s s i f i e d  a s  b e in g  e s s e n t i a l  and f iv e  a d d i t i o n a l  p ro p o s a ls  w hich he 

c l a s s i f i e d  a s  o p t io n a l  and o f  low er p r i o r i t y .  Of th e s e  te n  p ro p o s a ls  th e  

B udget and C o n tr o l  B oard gave t e n t a t i v e  a p p ro v a l  to  e ig h t  and m o d if ie d  a 

n i n t h .  The e le m e n ts  h a v in g  t e n t a t i v e  a p p ro v a l  a r e  l i s t e d  below :

1) The b a s ic  p lu s  m ajo r m e d ic a l g roup  h e a l t h  i n -

' s u ra n c e  p la n  i n i t i a l l y  p ro p o sed  by S o u th  C a r o l in a  B lue C ross  - 

B lue S h ie ld  and s u b s e q u e n t ly  m o d if ie d ,  f o r  a l l  a c t i v e  S t a te  

em ployees e l i g i b l e .

2 ) The g roup  lo n g - te rm  d i s a b i l i t y  in s u ra n c e  p la n  

i n i t i a l l y  p ro p o sed  by P i l o t  L ife  and s u b s e q u e n t ly  m o d if ie d ,  

f o r  a l l  a c t i v e  S t a t e  em p loyees  u n d e r ag e  6 5 .

3) The g roup  te rm  l i f e  in s u ra n c e  (p lu s  A. D. & D. 

b e n e f i t s )  p l a n ,  o f  $ 2 ,0 0 0  p e r  a c t i v e  e m p lo y e e , p ro p o se d  by

f  P i l o t  L i f e .

4 ) An a d e q u a te  b u d g e t f o r  th e  S t a te  P e r s o n n e l  D iv i ­

s io n  to  assum e th e  S t a t e ’ s p o r t i o n  o f th e  r o l e  i n  a d m in is t e r in g

th e  p ro g ram .

5) The ’’e m p lo y e r"  sh o u ld  pay th e  f u l l  c o s t  o f  em­

p lo y e e  c o v e ra g e , i f  a t  a l l  p o s s i b l e ,  an d  th e  em ployee h im s e lf  

sh o u ld  pay  f o r  any d e p e n d e n ts  co verage  e l e c t e d  ( a n d , where 

a p p l i c a b l e ,  th e  e x t r a  c o s t  o f h ig h  o p t io n  c o v e r a g e ) .

6 )  Pay $ 4 .3 0  p e r  m onth p e r  r e t i r e d  em ployee tow ard

th e  c o s t  o f  " s u p p le m e n ta l  m e d ic a re "  c o v e ra g e  (add a b o u t $154 ,800  

fo r  th e  f i r s t  y e a r ) .*

7 ) E s t a b l i s h  a c o n tin g e n c y  r e s e r v e  o f  $ 1 0 0 ,0 0 0  to  

t e  h e ld  by th e  S t a t e  to  c o v e r  a d d i t i o n a l  e m p lo y e es , e t c .

8 ) A l lo c a te  $ 1 5 0 ,0 0 0  t o  a s s i s t  in  a p i l o t  H. M. 0 .

p r o j e c t  f o r  a sam ple o f  S t a t e  em p lo y e es .
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9) A l lo c a te  up t o  $ 5 2 5 ,0 0 0  f o r  a s t r u c t u r e d  program  

o f  p r o v id in g  p e r i o d i c  p h y s ic a l  e x a m in a tio n s  f o r  a c t i v e  em­

p lo y e e s  .

A copy o f  th e  r e p o r t  and recom m endations o f  D r. Horn h as  been  r e ­

t a in e d  and i s  i d e n t i f i e d  a s  E x h ib i t  I I .

I t  was a l s o  a g re e d  by th e  B oard t h a t  a  p u b l ic  announcem ent c o n ­

c e rn in g  th e  in s u ra n c e  p rog ram  s h o u ld  be made a s  soon a s  p o s s i b l e ,  and 

G overnor W est r e q u e s te d  t h a t  D r. Hom  m eet w ith  th e  P u b l ic  R e la t io n s  s t a f f  

o f  h i s  O f f ic e  t o  work o u t  th e  d e t a i l s  o f  th e  p r e s s  r e l e a s e .  In  a d d i t i o n  

to  th e  f o re g o in g  i te m s ,  th e  f o l lo w in g  w ere p r e s e n te d :

1) The p o s s ib l e  a d d i t i o n  o f  s c h o o l  d i s t r i c t s  d u r in g

th e  f a l l  m on th s .

2) The p o s s ib l e  a d d i t i o n  o f  th e  S t a t e  P o r ts  A u th o r i ty  

and  th e  P u b l ic  S e r v ic e  A u th o r i ty .

3) The p o s s ib l e  a d d i t i o n  o f  th e  p e r s o n n e l  o f  th e  

S o u th  C a r o l in a  S t a t e  E m p lo y ees’ A s s o c ia t io n .

H ow ever, G overno r W est and o th e r  B oard members had p r e s s in g  a p ­

p o in tm e n ts  and  tim e  d id  n o t  p e rm it  th e  r e s o l v in g  o f  any  o f  th e s e  m a t t e r s .

PERSONNEL DIVISION - SALARY INCREASES - M r. H a s k e l l  b ro u g h t up

th e  p ro b lem  o f  s a la r y  i n c r e a s e s  b u t was a d v is e d  t h a t  tim e  d id  n o t  p e rm it  a

d i s c u s s io n  o f  t h i s  i te m . He was r e q u e s te d  to  r e f e r  s p e c i f i c  q u e s t io n s  to

M r. P . C. S m ith , S t a te  A u d i to r ,  f o r  c o n s id e r a t i o n .

SOUTH CAROLINA RETIREMENT SYSTEM -  In  i t s  m e e tin g  o f  May 2 , 1972

th e  B udget and  C o n tro l  B oard a p p ro v e d  a R e s o lu t io n  m o d ify in g  r e t i r e m e n t  

b e n e f i t s  f o r  S t a t e  e m p lo y e es . I n  an  in fo rm a l m e e tin g  on May 17 , 1972 in  

th e  O f f ic e  o f  G overnor W e st, th e  Board p a sse d  a  s u b s t i t u t e  R e s o lu t io n .

In  th e  c u r r e n t  m e e t in g , th e  members o f  th e  B oard c o n firm e d  t h e i r

a c t i o n  o f  May 17, 1972.



A copy o f  th e  amended R e s o lu t io n  h a s  been  r e t a in e d  and  i s  d e s ig

n a te d  a s  E x h ib i t  I I I .

The m e e tin g  a d jo u rn e d  a t  1 1 :0 0  a .  m.

c

2515



STATE OF S .C . GROUP INSURANCE PROGRAM

£ Jr H • C /V

R ev ised  E s t im a te s  o f  F i r s t - Y e a r  C o s ts  and A v a i la b le  Funds (6 /1 0 /7 2 ) :

♦R ev ised  e s t im a te d  f i r s t - y e a r  c o s t s

H e a lth  In s u ra n c e  f o r  A c tiv e  Em ployees 
L i f e ,  A.D.&D. f o r  A c tiv e  Em ployees 
A d m in is t r a t iv e  B udget f o r  P e rso n n e l D iv is io n  
L .T .D . in s u ra n c e  b e n e f i t s  (up to  $300 p e r  m onth) 

A c tiv e  Em ployees

T o ta l

$ 4 ,4 5 2 ,0 0 0 .
4 1 1 ,6 0 0 .
2 0 0 ,0 0 0 .

1 ,4 2 1 ,2 0 2 .

$ 6 ,4 8 4 ,8 0 2 .

♦ ♦ E stim a te d  " F a i r  S h a re s "  o f  T o ta l  Funds Needed

S ta te  A p p ro p r ia t io n
Highway D epartm en t
Employment S e c u r i ty  Com m ission

O th e r s o u rc e s  and agency  s h a re s
S u b - to ta l

♦

$ 4 ,8 0 0 ,0 0 0 .
1 ,3 0 0 ,0 0 0 .

1 5 0 ,0 0 0 .
$ 6 ,2 5 0 ,0 0 0 .

T o ta l

N o te s :

♦The o n ly  c o s t  e s t im a te  r e v is e d  from  my e a r l i e r  June  3rd r e p o r t  c o n c e rn s  th e  
L .T .D . in s u r a n c e .  The $ 1 .4  m i l l i o n  f ig u r e  above r e f l e c t s  a d ju s tm e n ts  due to :
(a )  th e  B o ard ’ s d e c is io n  to  pay f o r  L .T .D . in s u ra n c e  o n ly  up to  a maximum b e n e f i t  
o f  $300 p e r  m onth (w hich i s  e q u iv a le n t  to  p ay in g  th e  f u l l  c o s t  f o r  th o s e  who 
make up to  $ 6 ,0 0 0  p e r  y e a r ) ;  (b) a n e g o t ia te d  r a t e  r e d u c t io n  from  th e  fo rm er 
$ .8 5  to  th e  new $ .7 8  p e r  $100 o f  " in s u r e d  p a y r o l l "  p e r  m onth; a n d , (c )  my 
recom m endation  t h a t  th e  Em ployer now pay a maximum o f  $ 3 .9 0  p e r  m onth p e r  em ployee 
m aking o v e r  $ 6 ,0 0 0  p e r  y e a r .  T h u s, th e  t o t a l  c o s t  i s  red u ced  by ab o u t $578 ,000  
com pared to  my 6 /3 /7 2  e s t i m a t e s .

♦♦ " F a i r  S h a re "  e s t im a te s  a re  b a se d  upon d e t a i l e d  c a l c u l a t i o n s ,  to  be e x p la in e d  
to  th e  Board a s  n e c e s s a ry  and d e s i r e d .

Ronald C. Horn
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Memo to :  F .E . E l l i s ;  D i r e c to r  o f  th e  P e rso n n e l D iv is io n ,  S t a te  o f  S o u th  C a ro lin a

From : P r o f e s s o r  Ronald C. Hom

In  Re: R ep o rt and Recom m endations C o n cern in g  a Group In su ra n c e  Program  f o r
S ta te  Em ployees

D ear E a r l

The a t ta c h e d  r e p o r t  r e p r e s e n t s  my m ost p a in s ta k in g  e f f o r t  to  r e f i n e  th e  c o s t  
e s t im a te s  and o th e rw is e  b r in g  th e  g roup  in s u ra n c e  program  d e c is io n s  to  a  prom pt 
and s u c c e s s f u l  c o n c lu s io n .  My own recom m endations a r e  sum m arized in  s e c t io n  I I I  
o f  th e  r e p o r t .

L would l ik e  to  s t r e s s  th e  im p o rta n c e  o f  o b ta in in g  d e c is io n s  on th e  lo n g -te rm
d i s a b i l i t y  in s u ra n c e  as soon a s  p o s s i b l e . G e n e r a l ly ,  we need  to  know (a )  w h e th e r 
th e  L .T .D . in s u ra n c e  has a t  l e a s t  th e  ’’c o n d i t i o n a l ” a p p ro v a l  o f  th e  Board and 
(b ) th e  e x a c t  p o r t i o n  o f  th e  L .T .D . c o s t  w hich i s  to  be p a id  f o r  by th e  em ployer 
( h o p e f u l ly ,  100%). U n t i l  we g e t  th e s e  d e c i s i o n s ,  i t  w i l l  be im p o s s ib le  to  
f i n a l i z e  r a t e s ,  g u a ra n te e s  and o th e r  im p o r ta n t  c o n t r a c t  p r o v is io n s  w ith  P i l o t  
L i f e ,  as we have done w ith  B lue C ro ss -B lu e  S h i e ld .  Any d e la y s  in  g e t t i n g  th e s e  
d e c is io n s  a re  g o in g  to  p o se  fo rm id a b le  prob lem s in  e f f e c t i n g  th e  j o i n t  e n ro l lm e n t  
p ro c e d u re s  w hich we a l l  a g re e  a re  a "m u st’’. In d e e d , w ith o u t f i r s t  o b ta in in g  
th e  B o a rd ’s d e c i s io n s  on th e  a b o v e , f u r t h e r  n e g o t i a t i o n s  w ith  th e  P i l o t  -  o f  
any k in d  -  would be m e a n in g le s s  and p o s s ib ly  f u t i l e .

B oth  t h i s  c o v e r  l e t t e r  and  th e  a t t a c h e d  r e p o r t  a r e  f o r  y ou , y o u r s t a f f  and 
members o f  th e  B udget and C o n tro l  B o a rd . I  hope any one o f  you w i l l  f e e l  f r e e  
to  c o n ta c t  me i f  you have any q u e s t i o n s .

S in c e r e ly

R onald  C. Horn
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I .  ESTIMATED MAXIMUM AMOUNTS NEEDED DURING FIRST YEAR TO FUND ALL PREFERRED BENEFITS 
FOR STATE EMPLOYEES 

EMPLOYER FUNDS REQUIRED
ITEM f o r  FIRST YEAR (ESTIMATED MAXIMUMS)

1. Em ployer pays f u l l  c o s t  o f  a c t i v e  e m p lo y e e s1
h e a l th  in su ra n c e  f o r  "low  o p t io n "  o r
" r e g u l a r ” c o v e ra g e . - - - - - - - - - - - - - - -  $ 4 ,4 5 2 ,0 0 0 .

2 . Em ployer pays f u l l  c o s t  fo r  r e t i r e e s  o f  h e a l th
in s u ra n c e  cov erag e  su p p le m e n ta l to  M e d ic a re . -  -  -  2 9 8 ,8 0 0 .

3 . Em ployer pays f u l l  c o s t  o f  group term  l i f e  and A.D.&D. 
in s u ra n c e  w ith  l i f e  b e n e f i t s  o f  $ 2 ,0 0 0  p e r  a c t i v e
em ployee under age 6 5 . - - - - - - - - - - - - - -  4 1 1 ,6 0 0 .

4 .  Em ployer pays f u l l  c o s t  o f  group lo n g -te rm  d i s a b i l i t y
in s u ra n c e  f o r  a c t i v e  em ployees u n d e r age 6 5 . - -  -  1 ,9 9 9 ,2 0 0 .

5 . A d m in is t r a t iv e  expense  b u d g e t f o r  S t a te  P e rso n n e l
D iv i s io n .  - - - - - - - - - - - - - - - - - - - - -  2 0 0 ,0 0 0 .

6 . R ate  f lu c t u a t io n  and c o n tin g e n c y  r e s e r v e s .  - - - - -  6 7 2 ,0 0 0 .

7 . A l lo c a t io n  f o r  "H .M .0 ."  p i l o t  p r o j e c t .  - - - - - - -  1 5 0 ,0 0 0 .

8 . A l lo c a t io n  f o r  em ployee p h y s ic a l  exam p rogram . -  -  -  5 2 5 ,0 0 0 .

E s tim a te d  Maximum T o ta l  F i r s t - Y e a r  Funds $ 8 ,7 0 8 ,6 0 0 .

S t a te  A p p ro p r ia t io n  -  -  -$ 4 ,8 0 0 ,0 0 0  
Highway D epartm ent -  -  - 1 ,2 0 0 ,0 0 0

S u b -T o ta l $ 6 ,0 0 0 ,0 0 0
E s tim a te d  maximum amount o f  " F e d e ra l  M onies" o r 
o th e r  r e s o u rc e s  needed  to  fund p r e f e r r e d  program  
c o n s e r v a t iv e ly .

6 ,0 0 0 ,0 0 0 .
$ 2 ,7 0 8 ,6 0 0 .

(See n e x t page f o r  m ajor a ssu m p tio n s  and e x p la n a t io n s )

2 5 1 b
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M ajor A ssum ptions and E x p la n a t io n s  f o r  I l l u s t r a t i o n  I ,  Page one

Item  #1: Blue C ro ss -B lu e  S h ie ld  g u a ra n te e d  m on th ly  u n i t  r a t e  fo r  em p lo y ee’ s 

r e g u la r  c o v e ra g e  i s  $ 1 0 .6 0 . The m ost r e c e n t  c e n su s  d a ta  s u g g e s t  t h a t  a t o t a l  

o f  33 ,775  S ta te  em ployees would be e l i g i b l e  f o r  th e  h e a l th  in s u ra n c e  c o v e ra g e  to  

be p ro v id e d  a c t iv e  em p lo y e es . A llow ing  a m arg in  f o r  e r r o r  and c o n v e r t in g  th e  

m onthly  r a t e s  to  an a n n u a l prem ium , th e  c a l c u l a t i o n  would De (3 5 ,0 0 0  x $ 1 0 .6 0  x 

12 « $ 4 ,4 5 2 ,0 0 0 ) .

Item  #2: Mr. G r e s s e t te  e s t im a te d  t h a t  th e r e  a re  c u r r e n t l y  3 ,0 0 0  r e t i r e d  S t a te  

em p loyees , and Blue C ro ss -B lu e  S h ie ld  now c h a rg e s  $ 8 .3 0  p e r  month fo r  su p p le m e n ta l  

co v erag e  f o r  "M e d ic a re ” e l i g i b l e s .  (T h u s , 3 ,0 0 0  x $ 8 .3 0  x 12 » $ 2 9 8 ,8 0 0 ) .

A c tiv e  em ployees o v e r  age 65 a re  to  be h a n d le d  as o u t l i n e d  in  th e  a t ta c h e d  summary 

o f  ou r ag reem en t w ith  B lue C r o s s - S h ie ld .

Item  #3 : The P i l o t  L ife  g u a ra n te e d  m on th ly  u n i t  r a t e  f o r  a c t i v e  e m p lo y e e s ’ 

l i f e  in s u r a n c e ,  in c lu d in g  A c c id e n ta l  D eath  & Dismemberment B e n e f i t s ,  i s  $ .4 9  

p e r  $1 ,0 0 0  o f  c o v e ra g e . ( T h e re f o re ,  35^000 x .49  x 2 x 12 = $ 4 1 1 ,6 0 0 ) . C overage 

amounts red u c e  by 50% a t  age 6 5 , and te rm in a te  upon a c tu a l  r e t i r e m e n t .

Itern #4: The P i l o t  L ife  g u a ra n te e d  m on th ly  u n i t  r a t e  on lo n g - te rm  d i s a b i l i t y  

in su ra n c e  ( f o r  em ployees u nder age 65 o n ly )  i s  $ .8 5  p e r  $100 o f  " in s u r e d  p a y r o l l " ,  

which does n o t a p p ly  to  s a l a r y  am ounts in  e x c e s s  o f  $ 1 ,6 6 6 .6 7  p e r  m on th . E s t im a t in g  

th e  prem ium , how ever, i s  c o m p lic a te d  by th e  f a c t  t h a t  a p a y r o l l  in c r e a s e  is  

e x p e c te d  a t  th e  v e ry  tim e th e  in s u ra n c e  p la n  i s  to  become e f f e c t i v e .  I  have 

assumed a maximum 5.5% a v e ra g e  pay in c r e a s e  b e c au se  o f c u r r e n t  w a g e -p r ic e  c e i l i n g s .  

(T hus, $ 1 8 ,5 9 8 ,0 0 0  o f  e s t im a te d  m on th ly  " in s u re d  p a y r o l l "  x 1 .055  x $ .8 5  p e r  

$100 o f  in s u re d  p a y r o l l  x 12 «= $ 1 ,9 9 9 ,2 0 0 ) .  The $ .8 5  r a t e  may change s l i g h t l y  

i f  th e  em p loyer does n o t  e l e c t  to  pay  100% o f  th e  c o s t  f o r  th o se  who e n r o l l .
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I tem  #5: The S t a te  P e rso n n e l D iv is io n  w i l l  c e r t a i n l y  have  a d d i t io n a l  a d m i n i s t r a t i v e

e x p e n se s  p u rs u a n t  to  th e  new em ployee b e n e f i t  p l a n s ,  e s p e c i a l l y  d u r in g  th e  f i r s t  

y e a r  o f  o p e r a t io n .  A $200 ,000  a llo w an ce  sho u ld  be s u f f i c i e n t  f o r  such  e x p e n s e s .

Item  #6: Though we w ere f o r tu n a te  to  s e c u re  r a t e  g u a ra n te e s  f o r  th e  f i r s t  y e a r  

(and on a y e a r - to - y e a r  b a s i s  t h e r e a f t e r ) ,  i t  i s  s im p ly  n o t  p o s s ib le  to  f o r e c a s t  

a c c u r a te ly  th e  m agn itude  o f  p o t e n t i a l  r a t e  in c r e a s e s  w hich m igh t be e f f e c t i v e  

f o r  th e  second  p la n  y e a r .  The t a s k  i s  p a r t i c u l a r l y  c o m p lic a te d  by th e  f a c t  

t h a t  (a )  th e  Pay Board may soon l i f t  th e  c u r r e n t  r e s t r i c t i o n s  on c h a rg e s  o f 

h o s p i t a l s  and o th e r  m e d ic a l c a re  p r o v id e r s  and (b) th e  B lue  C r o s s -S h ie ld  c o v e ra g e s  

a re  l a r g e ly  o f  a s e r v ic e  n a tu r e  ( r a t h e r  th an  f l a t  d o l l a r  h o s p i t a l  p e r  d ie m s , 

e t c . ) .  Some k in d  o f  r a t e  i n c r e a s e ,  a t  th e  end o f  th e  i n i t i a l  g u a ra n te e  p e r io d ,  

seems v i r t u a l l y  i n e v i t a b l e .  And t o t a l  premiums a re  l i k e l y  to  in c r e a s e  s l i g h t l y  

as th e  S t a t e  h i r e s  a d d i t i o n a l  e m p lo y ees , even i f  th e  r a t e s  s ta y e d  c o n s ta n t .

The " c o n tin g e n c y ” p o r t i o n  o f  th e  r e s e rv e  amount shown was p ro v id e d  by 

assum ing  a b o u t 1 ,200  more a c t i v e  em ployees than  a re  r e f l e c t e d  in  th e  m o st r e c e n t  

c e n su s  d a t a .  T h is  a llo w s  a s m a ll m arg in  f o r  b o th  e s t im a t in g  e r r o r s  and premiums 

o f  a d d i t i o n a l  em ployees h i r e d  d u r in g  th e  f i s c a l  y e a r  J u ly  1, 1972 to  J u l y  1 , 1973.

For em ployees h i r e d  t h e r e a f t e r ,  i t  would seem more a p p r o p r ia t e  to  p ro v id e  th e

needed  fu n d s  in  th e  b u d g e t f o r  th e  c o rre s p o n d in g  f i s c a l  y e a r .

The " r a t e  f l u c t u a t i o n "  p o r t io n  o f  th e  r e s e rv e  am ount shown was e s t im a te d

as f o l lo w s :  on a ro u g h ly  co m p arab le  h e a l t h  in s u ra n c e  p l a n ,  B lue C r o s s -S h ie ld  

in c r e a s e d  the  em ployee m on th ly  u n i t  premium $ 1 .6 0 , $ .9 5  and $ .6 2 ,  r e s p e c t i v e l y ,  

d u r in g  ea ch  o f  th e  m ost r e c e n t  p la n  y e a r s .  C o n s e r v a t iv e ly ,  th e  c a l c u l a t i o n  would 

be 35 ,000  x $ 1 .6 0  x 12 = $ 6 7 2 ,0 0 0 . From th e  S t a t e ’ s p o in t  o f  v iew , i t  c o u ld  be 

a rg u e d  t h a t  th e  r a t e  and c o n tin g e n c y  r e s e r v e  sh o u ld  be m in im al i . e .  p e rh a p s  each  

y e a r  sh o u ld  " s ta n d  on i t s  own", f o r  b u d g e ta ry  p u rp o s e s .  In  f a c t ,  th e  B udget and 

C o n tro l  Board m ig h t s im p ly  sa y  t h a t  $ 1 0 .6 0  p e r m onth p e r  em ployee i s  th e  maximum
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th e  E m ployer w i l l  pay fo r  h e a l t h  in s u ra n c e  c o v e ra g e  -  and th en  h o ld  o n ly  a 

sm a ll r e s e r v e  f o r  u n a n t i c ip a te d  e r r o r s  and th e  a d d i t io n  o f  more S t a te  em ployees 

d u r in g  the  y e a r .  T h is  m igh t ca u se  a p ro b lem , th o u g h , i f  r a t e s  a re  in c re a s e d  

s h a r p ly  f o r  th e  second  p la n  y e a r .  I f  th e  Board r e t a in e d  th e  $ 1 0 .6 0  d o l l a r  

f ig u r e  as a maximum em ployer c o n t r i b u t i o n ,  th e  em ployee would have to  b e a r  th e  

f u l l  im p ac t o f a  r a t e  in c r e a s e  f o r  em ployee c o v e ra g e  (and a ls o  any in c r e a s e  in  

th e  r a t e  f o r  d e p e n d en t c o v e ra g e ) .  I f  th e  Board w anted to  " a b s o rb ’1 th e  r a t e  

in c r e a s e  f o r  em ployee c o v e ra g e , th e  a b sen c e s  o f  a  r a t e  f l u c t u a t i o n  r e s e r v e  m igh t 

r e q u i r e  s h a rp  i n c r e a s e s  in  th e  needed  h e a l th  in s u ra n c e  b u d g e t f o r  f i s c a l  1973-74. 

F or ex a m p le , a $1 in c r e a s e  in  th e  em ployee u n i t  r a t e  would r e q u i r e  an a d d i t io n a l  

$ 4 2 0 ,0 0 0  p e r  y e a r  (3 5 ,0 0 0  x $1 x 1 2 ) .  A $2 m on th ly  in c r e a s e  would amount to  

some $84 0 ,0 0 0  p e r  y e a r .

I tem  # 7 : The 150 ,000  a l l o c a t e d  to  a p i l o t  H.M.O. p r o je c t  was th e  amount su g g e s te d  

t e n t a t i v e l y  by th e  Budget and C o n tro l  B oard . Mr. S u l l i v a n ,  P r e s id e n t  o f  Blue 

C ro s s ,  has been  a sk ed  to  w r i t e  th e  G overnor a r e p o r t  on how such  an e x p e n d itu re

m ig h t b e s t  be u t i l i z e d .

Item  #8 : The amount shown f o r  an e m p lo y e e s ’ p h y s ic a l  e x a m in a tio n  program  was 

c a l c u l a t e d  by assum ing  an a v e ra g e  o f  $15 p e r  y e a r  p e r  em ployee ($15 x 35 ,000  « 

$ 5 2 5 ,0 0 0 ) . F u r th e r  s u g g e s t io n s  c o n c e rn in g  th e  p ro p o sed  program  a re  d is c u s s e d  in

a l a t e r  s e c t i o n .

M is c e l la n e o u s : I t  i s  im p o r ta n t  to  remember t h a t  u n d er g roup in s u ra n c e  a c tu a l

prem ium s a re  c a lc u la t e d  by a p p ly in g  th e  g u a ra n te e d  r a t e  to  th e  number o f

em ployees who a c t u a l l y  c n r o l l . The i n i t i a l  c o s t s  to  th e  S t a te  c o u ld  be low er

th a n  e s t im a te d  a b o v e , f o r  t h i s  re a s o n  a lo n e .
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XI. POSSIBLE APPROACHES TO REDUCE ESTIMATED FIRST-YEAR STATE "OUTLAY"

A pproaches
E s tim a te d  F i r s t - Y e a r  
" S a v in g s"  to  S ta te

1. Reduce o r  e l im in a te  am ounts to  fund em ployee 
p h y s ic a l  e x a m in a tio n  program  - - - - - - - -

2 . Reduce o r  e l im in a te  am ounts to  fund p i l o t  "H .M .O." 
p r o j e c t  - - - - - - - - - - - - - - - - - - - - -

3 . Reduce em ployer c o n t r i b u t i o n  f o r  r e t i r e e s ’
su p p le m e n ta l M ed icare  co v e ra g e  to  a maximum o f  
$ 5 .3 0  p e r  month p e r  r e t i r e e  - - - - - - - - -

(Em ployer c o n t r ib u t io n  l im i t  o f  $ 4 .3 0  m on th ly  
would sav e  $ 1 4 4 ,0 0 0 )

4 . Reduce in s u ra n c e  a d m in i s t r a t iv e  budget o f S t a te  
P e rso n n e l D iv is io n  - - - - - - - - - - - - - - -

5 . Reduce o r  e l im in a te  r a t e - f l u c t u a t i o n  and 
c o n tin g e n c y  r e s e r v e s  - - - - - - - - - -

*6. Make a llo w an ce  f o r  a n t i c ip a t e d  i n t e r e s t  
e a rn in g s  on t o t a l  a n n u a l em ployer funds 
a l l o c a t e d  to  th e  p la n s  - - - - - - - - -

**7. Reduce em ployer c o n t r i b u t i o n s  tow ard group lo n g ­
term  d i s a b i l i t y  in s u ra n c e  so as to  pay th e  f u l l  
c o s t  up to  a maximum o f  $ 4 .2 5  p e r  m onth p e r  
em ployee . - - - - - - - - - - - - - - - - - - -

8 . Use l e s s  c o n s e r v a t iv e  s t a t i s t i c a l  a ssu m p tio n s  
c o n c e rn in g  th e  p rogram  v a r i a b le s  - - - - - -

( -$ 1 7 5 ,0 0 0  to  -$ 5 2 5 ,0 0 0 )

(-$ 5 0 ,0 0 0  to  -$ 1 5 0 ,0 0 0 )

(-$ 1 0 8 ,0 0 0 )

(-$ 8 0 ,0 0 0 )

(-$ 3 3 6 ,0 0 0  to  -$ 6 7 2 ,0 0 0 )

(-$ 4 2 9 ,0 0 0 )

( -$ 5 1 3 ,0 0 0 )

(Not recommended)

Maximum P o s s ib le  R e d u c tio n  In  F i r s t - Y e a r
S t a t e  O u tlay  From Above A pproaches $ 2 ,5 1 3 ,0 0 0

# # # #

Amount Needed To Fund A ll  P r e f e r r e d  B e n e f i ts
D uring  F i r s t  Y ear (from  i l l u s t r a t i o n  I ,  page one) $ 8 ,7 0 8 ,6 0 0

L ess G enera l S t a t e  and Highway D ep t. 
A p p ro p r ia t io n s

D if fe r e n c e
P o t e n t i a l  S av in g s  From Above Program  
M o d if ic a t io n s

P o s s ib le  " d e f i c i t "

L ess"  F e d e ra l  M onies" A v a i la b le  T h is  Y ear

-  6 ,0 0 0 ,0 0 0
$ 2 ,7 0 8 ,6 0 0

-  2 ,5 1 3 ,0 0 0
195 ,600

M argin F or P r e s e r v in g  P r e f e r r e d  B e n e f i t s  $ •_______
N o te s :
*Assumes $ 6 .0  m i l l i o n  a v a i l a b l e  a t  p la n  i n c e p t io n .  T hus, $5 .5  m i l l io n  in v e s te d  f o r  
one m on th , $ 5 .0  m i l l i o n  in v e s te d  two m onths - -  and so  o n . ( In s u ra n c e  prem iums a re  
p a id  m onth ly  i n  a d v a n c e ) . At 0.37. p e r  m onth , th e  a n n u a l y i e ld  would be ab o u t $ 4 2 9 ,0 0 0 . 
** See th e  a u th o r  f o r  e x p la n a t io n  o f  how $ 4 .2 5  p e r  month was d e r iv e d .2523-p a g e  f i v e -



I l l . Recom m endations o f  P r o fe s s o r  Ronald C. Horn: A B r ie f  Summary

(The fo llo w in g  recom m endations a re  based  upon in fo rm a t io n  made a v a i l a b l e  to  me 

as  o f  June  3 , 1972. They a l s o  would be s u b je c t  to  a d e te r m in a t io n  o f  co m p lian ce  

w ith  w a g e -p r ic e  f r e e z e  g u id e l in e s  and a p p ro v a l  by th e  Pay Board a n d /o r  o th e r  

a p p r o p r ia t e  a u t h o r i t i e s ) .

THE ESSENTIAL ELEMENTS

H aving c a r e f u l l y  s tu d ie d  th e  a p p r o p r ia te  c o n s id e r a t io n s  d u r in g  th e  p a s t  

n in e  m o n th s , I  am p e r s o n a l ly  and p r o f e s s io n a l ly  c o n v in c e d  t h a t  a group  in s u ra n c e  

program  f o r  o u r  S t a te  em ployees sh o u ld  be e s t a b l i s h e d ,  a t  t h i s  t im e , w ith  th e

fo llo w in g  f iv e  e s s e n t i a l  e le m e n ts :

1 . The b a s ic  p lu s  m ajo r m e d ic a l group  h e a l t h  in s u ra n c e  p la n  i n i t i a l l y  

p ro p o sed  by S .C . Blue C ro ss -B lu e  S h ie ld  and s u b s e q u e n t ly  m o d if ie d ,  

f o r  a l l  a c t i v e  S t a te  em ployees e l i g i b l e ; 4 7 ' C -  3  9 3

2 . The group  lo n g - term  d i s a b i l i t y  in s u ra n c e  p la n  i n i t i a l l y  p ro p o sed  

by P i l o t  L ife  and s u b s e q u e n tly  m o d if ie d , f o r  a l l  a c t i v e  S ta te  

em ployees u n d e r age 65;

3 . The group  te rm  l i f e  in s u ra n c e  (p lu s  A.D.&D. b e n e f i t s ) p la n ,

o f  $ 2 ,0 0 0  p e r  a c t i v e  em ployee, p ro p o sed  by P i l o t  L i f e ;  * - •

4 . An a d e q u a te  b u d g e t f o r  th e  S t a te  P e rs o n n e l  D iv is io n  to  assume

th e  S t a t e ’ s p o r t io n  o f  th e  r o le  in  a d m in is te r in g  th e  program ; a n d ,
2 o o ,  3 o o

5 . The " em p lo y e r"  sh o u ld  pay th e  f u l l  c o s t  o f  em ployee c o v e ra g e ,

i f  a t  a l l  p o s s i b l e ,  and th e  em ployee h im s e lf  sh o u ld  pay  f o r  any 

d e p e n d en ts  c o v e ra g e  e le c te d  (a n d , w here a p p l i c a b l e ,  th e  e x t r a  

c o s t  o f  h ig h  o p t io n  c o v e ra g e ) .
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These f iv e  e s s e n t i a l  e le m e n ts  w ould r e q u i r e  an e s t im a te d  maximum em ployer o u t la y

o f  abou t $ 7 ,0 6 2 ,8 0 0  f o r  th e  f i r s t  f u l l  y e a r  o f  th e  p rog ram . W hile t h i s  i s

$ 1 ,0 6 2 ,8 0 0  more th a n  w hat we e x p e c t  from S t a t e  a p p r o p r ia t io n s  and Highway 

D epartm ent s o u r c e s ,  i t  i s  hoped t h a t  f e d e r a l  m onies would be a v a i l a b l e  to  make 

up the  e n t i r e  ’’e x c e s s ” n e e d ed . I f  n o t ,  i t  seems l i k e l y  t h a t  enough f e d e r a l  

m onies would be a v a i l a b l e  to  p ro v id e  a s i g n i f i c a n t  p o r t i o n  o f  th e  n e c e s s a ry  fu n d s . 

And, a s  n o te d  e a r l i e r ,  i n t e r e s t  e a rn in g s  on a p p ro p r ia te d  am ounts c e r t a i n l y  would 

be la rg e  enough to  o f f s e t  any e x c e s s  n eed ed  -  a t  l e a s t  e f f e c t i v e l y  -  by ab o u t 

$ 5 0 0 ,0 0 0 . I f  n e c e s s a r y ,  th e  a d m i n i s t r a t i v e  b u d g e t fo r  th e  P e rso n n e l D iv is io n  

c o u ld  be c u t  by $ 8 0 ,0 0 0 . I f  i t  i s  a b s o lu t e ly  im p o s s ib le  to  make up th e  p r o je c te d  

’’d e f i c i t "  from  any o r  a l l  o f  th e  above s o u r c e s ,  I  do n o t  recommend any changes 

in  e i t h e r  th e  group  h e a l t h  o r  g roup  l i f e  in s u ra n c e  p la n s  p ro p o se d . I n s t e a d ,

I  would r e l u c t a n t l y  s u g g e s t  a  r e d u c t io n  in  th e  em ployer c o n t r ib u t io n  tow ard  th e  

c o s t  o f  group lo n g - te rm  d i s a b i l i t y  in s u r a n c e  so  as to  pay th e  f u l l  c o s t  up to  

a  maximum o f  $ 4 .2 5  p e r  m onth p e r  em ployee (an  e s t im a te d  " s a v in g s ” o f  $513 ,000  

f o r  th e  f i r s t  y e a r ) .

LOWER PRIORITY ELEMENTS

I  am co n v in ced  t h a t  th e  above f iv e  e le m e n ts  a r e  so  e s s e n t i a l  t h a t  th e y  

sh o u ld  be funded  in  f u l l  b e fo r e  any a d d i t i o n a l  f e a tu r e s  a r e  added to  th e  p rogram . 

But I  am o p t im i s t i c  enough to  b e l i e v e  t h a t  enough money c a n  be found to  (a )  fund 

th e  f iv e  e s s e n t i a l  e le m e n ts  f u l l y  and (b ) s t i l l  le a v e  an am ple m arg in  f o r  

in c o r p o r a t in g  one o r  more a d d i t i o n a l  and d e s i r a b l e  program  e le m e n ts . I f  s o ,

I  recommend t h a t  th e  d e s i r a b l e  b u t n o t  a b s o lu t e ly  e s s e n t i a l  f e a tu r e s  be added

in  th e  fo llo w in g  o r d e r  o r  p r i o r i t y :

6 . Pay $ 4 .3 0  p e r  m onth p e r  r e t i r e d  em ployee tow ard  th e  c o s t  o f

" su p p le m e n ta l  m e d ic a re "  c o v e ra g e  (add ab o u t $154 ,800  f o r  f i r s t  y e a r )
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7. E s t a b l i s h  a r a t e - f l u c t u a t i o n  and c o n tin g e n c y  r e s e r v e  to  be h e ld
t

by th e  S t a te  (add from  $200 ,000  to  a p r e f e r a b l e  $70 0 ,0 0 0  f o r  th e  

f i r s t  y e a r ) .

8 . A l lo c a te  $150,000 to  a s s i s t  in  a  p i l o t  H .M .0. p r o j e c t  f o r  a 

sam ple o f  S ta te  em p loyees.

9 . A l lo c a te  up to  $525,000 f o r  a s t r u c tu r e d  p rogram  o f  p r o v id in g  

p e r io d ic  p h y s ic a l  e x a m in a tio n s  f o r  a c t i v e  em ployees ( s e e

a d d i t i o n a l  comments below )

10. Pay th e  r e s t  o f  th e  t o t a l  f i r s t - y e a r  m o n th ly  premium f o r  r e t i r e e s '  

su p p le m e n ta l m ed ic a re  c o v e ra g e  (add $1 4 4 ,0 0 0  f o r  f i r s t  y e a r ) .

To g e t a  c o n c is e  p i c t u r e  which sh o u ld  f a c i l i t a t e  th e  d e c is io n -m a k in g  p ro c e s s  

once th e  t o t a l  a v a i l a b l e  moneys a re  known more p r e c i s e l y ,  l e t ' s  ta k e  a b r i e f

lo o k  a t  the  cum m ulative  t o t a l  c o s t s  o f  my recom m endations:

Recom mendations

F i r s t  F iv e  E s s e n t i a l  E lem ents (w ith  
com prom ise f in a n c in g  on L .T .D .)

Add e x t r a  c o s t  o f p r e f e r r e d  L .T .D . 
f in a n c in g  a rra n g e m e n t 

Add recom m endation  #6

Add l a r g e s t  r e s e r v e  o f recom m endation  #7 

Add recom m endation #8 

Add recom m endation  #9

Add recom m endation #10

C um m ulative T o ta l  Em ployer 
D o l la r s  R eq u ired

$ 6 ,5 4 9 ,8 0 0

$ 7 ,0 6 2 ,8 0 0

$ 7 ,2 1 7 ,6 0 0

$ 7 ,9 1 7 ,6 0 0

$ 8 ,0 6 7 ,6 0 0

$ 8 ,5 9 2 ,6 0 0

$ 8 ,7 3 6 ,6 0 0

A c t u a l l y ,  I b e l i e v e  t h e  em ployee p h y s i c a l  e x a m in a t io n  p ro g ra m  i s  a h ig h  p r i o r i t y  

i te m . But a  good program  c a n n o t be im plem ented  by J u l y  1 , 1972. P r e s id e n t  

S u l l i v a n  o f  Blue C ro ss  has some e x c e l l e n t  id e a s  f o r  d e s ig n in g  th e  p ro g ram , and

he has in d ic a te d  h i s  w i l l in g n e s s  to  do so  i f  he i s  g iv e n  a t  l e a s t  s e v e r a l  more 

m onths t im e . He w ould d e s ig n  th e  program  so as to  p r e s c r i b e  u e t t a i n  d ia g n o s t ic
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s e r v ic e s  f o r  v a r io u s  c l a s s e s  o f  em ployees ( e .g .  fem a les  betw een a g e s  x and y 

would g e t  c a n c e r  t e s t s ,  some em ployees w ould be exam ined o n ly  e v e ry  two y e a r s ,  

m ale em ployees o v e r  age z m igh t have an e le c tr o c a rd io g ra m  -  t h a t  s o r t  o f  t h in g ) .

And B lue C ro ss  w ould c o n t r a c t  w ith  h e a l t h  c a re  p r o v id e r s  to  d e l i v e r  the  s e r v ic e s  f o r

a g re e d  upon f e e s .  In d e e d , t h i s  would be an e x c e l l e n t  s te p  tow ard e v e n tu a l

d eve lopm en t o f th e  HMO c o n c e p t in  S ou th  C a r o l in a !

My own p e r s o n a l  a c t u a r i a l  i n c l i n a t i o n s  would summon me to  g iv e  h igh  

p r i o r i t y  to  r a t e  and c o n tin g e n c y  r e s e r v e s .  But I  re c o g n iz e  t h a t  th e  d e c is io n

to  e s t a b l i s h  one in  t h i s  c a se  i s  l a r g e ly  a m a t te r  o f  b u d g e t p h i lo s o p h y , b e t t e r

l e f t  to  th e  B oard .

T h ere  a re  many re a s o n s  f o r  ra n k in g  h e a l th  c o v e ra g e  on r e t i r e e s  in  th e

low er p r i o r i t y  c a te g o r y ,  among w hich  i s  t h a t  th e  S t a te  i s  a lr e a d y  p a y in g  

r e l a t i v e l y  la r g e  sums f o r  " M e d ic a re " . In  c o n t r a s t ,  th e  a c t i v e  em ployees have 

no S ta te - f i n a n c e d  h e a l t h  p la n  a t  th e  p r e s e n t  t im e . R e t i r e e s  have no c o n c e p tu a l

need  f o r  d i s a b i l i t y  incom e in s u ra n c e  o r  g roup  te rm  l i f e  in su ra n c e  p e r  se  ( th e

l a t t e r  w ould be p r o h i b i t i v e  in  c o s t ,  w h ile  th e  fo rm er i s  n o t  a v a i l a b l e  in  th e  

m a r k e tp la c e ,  in  any e v e n t ) .

A GENERAL RECOMMENDATION

I  r a t h e r  s t r o n g ly  b e l i e v e  (a )  t h a t  th e  S t a te  R e tire m e n t System  ought to  be 

un d er th e  P e rs o n n e l  D iv is io n  ( e . g .  a s  a " d e p a r tm e n t"  o f  th e  l a t t e r )  and (b) 

t h a t  now would be an e x c e l l e n t  tim e  to  move s w i f t l y  tow ard  t h i s  v e ry  d e s i r a b le

o b j e c t i v e .

The a d m i n i s t r a t iv e  a s p e c ts  o f  a l l  em ployee b e n e f i t  p l a n s ,  in c lu d in g  r e t i r e m e n t  

p la n s ,  a r e  u n q u e s t io n a b ly  a p e rs o n n e l  " f u n c t io n " .  And th e  P e rso n n e l D iv is io n  

heads a r e  b e s t  e q u ip p e d  to  p a r t i c i p a t e  and p la y  a l a r g e  r o le  in  th e  p o l ic y  a s p e c t s .  

Group l i f e ,  h e a l t h ,  and d i s a b i l i t y  in s u ra n c e  p la n s  a r e  in e x o ra b ly  r e l a t e d  to  

r e t i r e m e n t  p la n  p r o v i s i o n s .  They need  to  be c o o rd in a te d  a n d , in  th e  p a s t ,  th ey
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have n o t been  c o o rd in a te d  f o r  S t a te  em p lo y ees . M oreover, we t r u l y  need  one

sim p le  b o o k le t  d e s c r ib in g  a l l  b e n e f i t s  f o r  S t a te  em p lo y ees , in s u re d  o r  o th e r w is e .

I  w i l l  r e s i s t  th e  te m p ta t io n  to  w r i te  a le n g th y  t r e a t i s e  on th e  s u b je c t  a t  t h i s

t im e , b u t I  s t i l l  f e e l  th e  id e a  i t s e l f  i s  w orthy  o f  prom pt and s e r io u s  c o n s id e r a t io n .  

In d e e d , th e  s e p a r a te n e s s  o f  th e  R e tire m e n t System  e n t i t y  i s  g o in g  to  pose

fo rm id a b le  a d m in is t r a t iv e  prob lem s as  we im plem ent th e  group in s u ra n c e  p l a n s .

I  w i l l  e l a b o r a t e  i f  r e q u e s te d  to  do so by th e  Budget and C o n tro l  B oard .
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IV. ANALYSIS OF REVISED BLUE CROSS-BLUE SHIELD MONTHLY UNIT RATES FOR FIRST PLAN YEAR

M onth ly  U n it  C o s t s : R eg u la r B e n e f i ts "H ig h  O p tio n "

Employee ( a c t iv e )  $ 1 0 .6 0  $ 1 1 .3 2  
Spouse (n o t em ployed by S t a t e )  11 .90  12 .82  
C h ild  o r  C h ild re n  5 ,5 0  6 .4 6

Combined T o ta ls $ 2 8 .0 0 $ 3 0 .6 0

M onthly C ost to  E m ployer: $ 1 0 .6 0  p e r  m onth p e r  c o v e re d  a c t i v e  em ployee (recommended 
max imum)

D ependent C overage M onthly C o s ts :
The Em ployer sh o u ld  pay $ 1 0 .6 0  p e r  em ployee fo r  h e a l t h  in s u r a n c e ;  r e g a r d le s s  o f  
th e  o p t io n  an em ployee s e l e c t s .

Thus, th e  m on th ly  d e d u c tio n s  f o r  d ep en d en t h e a l th  c o v e ra g e  e f f e c t i v e l y  would 
be as  fo llo w s :

Spouse o n ly
C h ild  o r  c h i ld r e n  o n ly  
Spouse and ( c h i ld  o r  c h i ld r e n )

Range ($5

R e g u la r High O p tio n *

$11 .90 $12 .8 2  + .72 = $13 .54
$ 5 .5 0 $ 6 .4 6  + .72 -  $ 7 .1 8
$1 7 .4 0 $ 1 9 .2 8  + .72 •  $20 .0 0

50 to  $ 1 7 .4 0 ) ($ 7 .1 8  to  $ 2 0 .0 0

★The a d d i t i o n a l  $ .7 2  in  each  c a s e  i s  th e  a d d i t io n a l  m on th ly  amount e v e ry  
em ployee would be r e q u i r e d  to  pay f o r  em ployee c o v e ra g e  i f  he e l e c t s  th e  h ig h  
o p t io n  a l t e r n a t i v e  ($ 11 .32  -  $ 1 0 .6 0  p a id  by th e  Em ployer « $ .7 2 )

Summary o f  M onthly  C o s ts  to  EMPLOYEES:

T here  w i l l  be some em ployees who w i l l  n o t  e l e c t  d ep en d en t c o v e ra g e  i . e .  th e y  
w i l l  c o v e r  o n ly  th em se lv e s  a s  em p lo y ees . M oreover, th e r e  a re  some in s t a n c e s  w here 
b o th  sp o u ses  a r e  " f u l l - t i m e "  S t a te  em ployees u nder th e  m a s te r  c o n t r a c t  d e f i n i t i o n .  
The e m p lo y e es’ e f f e c t i v e  o u t la y  p e r  m onth would th e r e f o r e  be a s  fo l lo w s :

E m ployees1 E f f e c t iv e  O u tlay  P e r  Month

C overage P ro v id ed  For R e g u la r B e n e f i t s
Employee O nly 0
Employee and Spouse Only ( Both

S t a te  Em ployees) 0 '
Employee and Spouse o n ly  $11 .90
Employee and ( c h i ld  o r  c h i ld r e n )  o n ly  $ 5 .5 0
Em ployee, Spouse and ( c h i ld  o r  c h i ld r e n )  $1 7 .4 0

High O p tio n  B e n e f i t s
$ .72

$ 1 .44  
$ 1 3 .5 4
$ 7 .1 8  * (+ .7 2 )  
$ 2 0 .0 0  * (+ .7 2 )

★A d d i t io n a l  $ .7 2  on h ig h  o p t io n  i s  f o r  th e  c a se  where b o th  em ployee and sp o u se  a re  
S t a te  em p lo y e es , th e y  e l e c t  h ig h  o p t io n  b e n e f i t s  and th e y  c o v e r  t h e i r  c h i l d  o r  
c h i l d r e n .  B lue C ro ss  may w aive t h i s  $ .7 2  f o r  s i m p l i c i t y  and e q u i t y ,  i f  we a sk  them .
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Range o f  E f f e c t iv e  Cost to  an Em ployee P e r  Month f o r  H e a lth  In s u ra n c e :

R e g u la r  B e n e f i ts  ( $0 to  $ 1 7 .4 0 ) 
High O p tio n  B e n e f i t s ($ .7 2  to  $ 2 0 .7 2 )

R e t i r e e s
S t a t e  w ould pay maximum o f  $ 8 .3 0  p e r  month p e r  r e t i r e d  S t a te  em ployee 

R e t i r e d  em ployee w ould pay $0 (o r  some p o r t io n  o f  c o s t )

C overage  i s  s p e c i a l  sup p lem en t to  M ed icare  and u n d e rw r i t te n  by B lue C r o s s -S h ie ld  

We a re  n o t  y e t  c e r t a i n  w h e th e r  t h i s  r a t e  i s  g u a ra n te e d  f o r  f i r s t  y e a r .

A c tiv e  Em ployees Over Age 65

Em ployee u n i t  r a t e s  a re  same a s  f o r  a l l  o th e r  a c t i v e  em p loyees.

How ever, c o v e ra g e  " c o o r d in a te s "  w ith  M e d ic a re , f o r  th o s e  who have i t  a n d /o r  

w here i t  i s  a p p l i c a b l e  to  a g iv e n  i l l n e s s  s i t u a t i o n .  T h u s, B lue C r o s s -S h ie ld  

h a s  a g re e d  to  a p p ly  an a p p r o p r ia t e  " r e tu r n "  p o r t io n  o f  th e  premium to  th e  

S t a t e  -  as  an i d e n t i f i a b l e  i te m  in  th e  e x p e r ie n c e  r a t i n g  and r e t e n t i o n

c a l c u l a t i o n s .
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V. NOTES ON PILOT LIFE GROUP L .T .D . AND TERM LIFE INSURANCE PLANS

Group Term L ife  In su ra n c e

P ro v id e s  $2 ,000  group te rm  l i f e  in s u ra n c e  p lu s  A.D. & D. b e n e f i t s  f o r  

each  f u l l - t i m e  em ployee u n d e r age 65 . C overage amounts re d u c e  by 507. f o r  a c t i v e  

em ployees age 65 o r  o v e r .  B e n e f i t s  te r m in a te  a t  r e t i r e m e n t .

D ependents may be c o v e re d  f o r  group te rm  l i f e  in s u ra n c e  in  th e  am ounts 

p e rm it te d  by the  S .C . law ($ 1 ,0 0 0  on sp o u se  and g raded  downward on c h i l d r e n ,  

dep en d in g  upon t h e i r  a g e s .  M onth ly  u n i t  c o s t s  a r e  as  fo llo w s :

Employee L ife

Employee A.D.&D

D ependent L ife

$ .4 3  p e r  $ 1 ,0 0 0  ($ .8 6  p e r  m onth)

.0 6  p e r  $ 1 ,0 0 0  ($ .1 2  p e r  m onth)

45 p e r  "d ep en d en t u n i t "  p e r  m onth

As recommended e a r l i e r ,  th e  Em ployer would pay th e  e n t i r e  c o s t  o f  em ployee 

c o v e ra g e  o r  $ .9 8  p e r  month p e r  a c t i v e  em ployee; th e  em ployee h im s e lf  w ould pay 

f o r  any d ependen t co v erag e  e l e c t e d .  D iv id en d s  a r e  l i k e l y  on th e  l i f e  in s u r a n c e .

They would be used to  red u c e  em ployer c o n t r i b u t i o n s .

Group Long-Term D i s a b i l i t y  (L .T .D .)

A l l  f u l l - t im e  em ployees u n d er age 65 would be p ro v id e d  m on th ly  d i s a b i l i t y

b e n e f i t s  o f  up to  607. tim es  t h e i r  b a s ic  s a l a r y  ( s u b je c t  to  maximum b e n e f i t

o f  $1 ,0 0 0  p e r  m on th ). B e n e f i t s  b e g in  on th e  9 1 s t  day o f  t o t a l  d i s a b i l i t y  and

th e y  a re  p a y a b le  to  age 65 f o r  b o th  a c c id e n t  and s ic k n e s s  d i s a b i l i t i e s .  B e n e f i ts

a re  " in t e g r a te d "  a t  th e  607. l e v e l  w ith  S o c ia l  S e c u r i t y  and c e r t a i n  o th e r  g ro u p -

ty p e  p la n s .  The i n i t i a l  m o n th ly  u n i t  r a t e  q u o te d  i s  $ .8 5  p e r  $100 o f  " in s u r e d

p a y r o l l "  (w hich docs n o t in c lu d e  s a l a r y  am ounts o v e r  $ 1 ,6 6 6 .6 7  p e r  m onth o r  p a y r o l l

f o r  p e rso n s  o v e r  age 6 5 ) . D ependent c o v e ra g e  p e r  se  i s  n o t  a p p l i c a b l e  to

L .T .D . in s u r a n c e .

M isc e lla n e o u s
We a re  s t i l l  in  th e  p ro c e s s  o f  r e a c h in g  f i n a l  ag reem en t w ith  P i l o t  L i f e  on

r a t e  g u a r a n te e s ,  m a s te r  c o n t r a c t  p r o v is io n s  and o th e r  im p o r ta n t  te rm s .2531-p ag e  t h i r t e e n -
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S O U T H  C A R O L IN A  R E T IR E M E N T  S Y S T E M

R E S O L V E D , th a t  th e  S ta te  B u d g e t  and  C o n t r o l  B o a r d ,  a c tin g  in

a c c o r d a n c e  w ith  S e c t io n  6 1 -6 8  o f th e  A c t  g o v e rn in g  th e  o p e r a t io n  o f th e

S o u th  C a r o l in a  R e t i r e m e n t  S y s t e m ,  h e r e b y  m o d if ie s  the  r e s o lu t io n

a d o p te d  o n  M ay  2, 197 2, in  th e  e v e n t  o f  th e  p a s s a g e  o f l e g i s la t io n  p r o ­

v id in g  fo r  th e  p a y m e n t  o f c e r t a i n  s u p p le m e n ta l  b e n e f i t s  f ro m  th e

R e t i r e m e n t  S y s te m ,  a u th o r i z in g  th e  a c t u a r y  to  r e d e t e r m i n e  th e  a c c r u e d

l i a b i l i t y  r a t e  s o  a s  to  a c c o m p l i s h  th e  l iq u id a t io n  of th e  u n fu n d e d  a c c r u e d

l i a b i l i t y  o v e r  a  p e r i o d  o f n o t  m o r e  th a n  40 y e a r s .

_____________________  /

T h e  S ta te  B u d g e t  a n d  C o n t r o l  B o a r d  o f  th e  S o u th  C a r o l in a  R e t i r e m e n t  

S y s t e m  p a s s e d  on  th e  p r e c e d in g  r e s o l u t i o n  on _______ W a/X  j  1  /  a  n K

S ta te  B u d g e t a n d  C o n tro l  B o a r d  
S o u th  C a r o l i n a  R e t i r e m e n t  S y s te m

C h a i r m a n
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SOUTH CAROLINA R E T IR E M E N T  SYSTEM

R E S O L V E D , th a t  th e  S ta te  B u d g e t  a n d  C o n t r o l  B o a r d ,  a c t in g  in

a c c o r d a n c e  w ith  S e c t io n  6 1 - 6 8  o f th e  A c t  g o v e r n in g  th e  o p e r a t io n  of th e

S o u th  C a r o l i n a  R e t i r e m e n t  S y s t e m ,  h e r e b y  m o d if ie s  th e  r e s o l u t i o n

a d o p te d  on M ay  2, 1 9 7 2 , in th e  e v e n t  o f  th e  p a s s a g e  o f l e g i s l a t i o n  p r o ­

v id in g  fo r  th e  p a y m e n t  o f c e r t a i n  s u p p le m e n ta l  b e n e f i t s  f r o m  the

R e t i r e m e n t  S y s te m ,  a u t h o r i z i n g  th e  a c t u a r y  to  r e d e t e r m i n e  th e  a c c r u e d

l i a b i l i t y  r a t e  s o  a s  to  a c c o m p l i s h  th e  l iq u id a t io n  o f th e  u n fu n d e d  a c c r u e d

l i a b i l i t y  o v e r  a p e r i o d  o f n o t  m o r e  th a n  40 y e a r s .

T h e  S t a te  B u d g e t  a n d  C o n t r o l  B o a r d  o f  th e  S o u th  C a r o l i n a  R e t i r e m e n t  

S y s te m  p a s s e d  on th e  p r e c e d in g  r e s o l u t i o n  on _________________________________

S ta te  B u d g e t  a n d  C o n t r o l  B o a r d  
S o u th  C a r o l in a  R e t i r e m e n t  S y s t e m

B y______________________________________
C h a i r m a n

A T T E S T :

S e c r e t a  ry
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June 3 , 1972
PERSONAL & CONFIDENTIAL

Memo to :  F .E . E l l i s ;  D i r e c to r  o f th e  P e rso n n e l D iv is io n ,  S t a t e  o f  S ou th  C a ro l in a

From: P r o fe s s o r  Ronald C, Horn

In  Re: R ep o rt and R ecom m endations C oncern ing  a Group In s u ra n c e  Program  f o r
S ta te  Em ployees

Dear E a r l :

The a t t a c h e d  r e p o r t  r e p r e s e n t s  my m ost p a in s ta k in g  e f f o r t  t o  r e f i n e  th e  c o s t  
e s t im a te s  and o th e rw is e  b r in g  th e  group in s u ra n c e  program  d e c is io n s  to  a prom pt 
and s u c c e s s f u l  c o n c lu s io n .  My own reco n m en d a tio n s  a re  sum m arized in  s e c t io n  I I I  
o f  th e  r e p o r t .

I w ould l i k e  to  s t r e s s  th e  im p o rta n c e  o f  o b ta in in g  d e c is io n s  on th e  lo n g - te rm
d i s a b i l i t y  in s u ra n c e  a s  soon a s  p o s s i b l e . G e n e r a l ly ,  we need  to  know (a )  w h e th e r
th e  L .T .D . in s u ra n c e  has  a t  l e a s t  th e  ’'c o n d i t i o n a l ” a p p ro v a l  o f th e  Board and 
(b) th e  e x a c t  p o r t i o n  o f  th e  L .T .D . c o s t  w hich i s  to  be p a id  fo r  by th e  em p loyer 
( h o p e f u l ly ,  100%). U n t i l  we g e t  th e s e  d e c i s i o n s ,  i t  w i l l  be im p o s s ib le  to  
f i n a l i z e  r a t e s ,  g u a ra n te e s  and o th e r  im p o r ta n t  c o n t r a c t  p r o v is io n s  w ith  P i l o t  
L i f e ,  a s  we have  done w ith  B lue C ro ss -B lu e  S h ie ld .  Any d e la y s  in  g e t t i n g  th e s e  
d e c is io n s  a re  g o in g  to  p o se  fo rm id a b le  p rob lem s in  e f f e c t i n g  th e  j o i n t  e n ro l lm e n t  
p ro c e d u re s  w hich we a l l  a g re e  a re  a  "m ust” . In d e e d , w i th o u t  f i r s t  o b ta in in g  
th e  B o a rd ’ s d e c i s io n s  on th e  a b o v e , f u r t h e r  n e g o t i a t i o n s  w i th  th e  P i l o t  -  o f  
any k in d  -  w ould be m e a n in g le s s  and  p o s s ib ly  f u t i l e .

B oth t h i s  c o v e r  l e t t e r  and th e  a t ta c h e d  r e p o r t  a re  fo r  y o u , y o u r s t a f f  and 
members o f  th e  B udget and C o n tro l  B o ard . I  hope any one o f  you w i l l  f e e l  f r e e  
to  c o n ta c t  me i f  you have any q u e s t io n s .

S in c e r e ly

R onald  C . Horn
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I .  ESTIMATED MAXIMUM AMOUNTS NEEDED DURING FIRST YEAR TO FUND ALL PREFERRED BENEFITS 
FOR STATE EMPLOYEES

EMPLOYER FUNDS REQUIRED
ITEM f o r  FIRST YEAR (ESTIMATED MAXIMUMS)

1 . Em ployer pays f u l l  c o s t  o f  a c t i v e  em p lo y e es '
h e a l t h  in s u ra n c e  fo r  "low  o p t io n "  o r
’' r e g u l a r ” c o v e ra g e . -  - -  - -  - -  - -  - -  - -  - -  $ 4 ,4 5 2 ,0 0 0 .

2 . Em ployer pays f u l l  c o s t  f o r  r e t i r e e s  o f h e a l th
in s u ra n c e  c o v e ra g e  su p p le m e n ta l to  M ed ica re . -  - -  2 9 8 ,8 0 0 .

3 . Em ployer pays f u l l  c o s t  o f  group  term  l i f e  and A.D.&D. 
in s u ra n c e  w ith  l i f e  b e n e f i t s  o f  $2 ,000  p e r  a c t iv e
em ployee u n d e r age 6 5 . - - - -  - - - - - - - - - -  4 1 1 ,6 0 0 .

4 .  Em ployer pays f u l l  c o s t  o f  group lo n g -te rm  d i s a b i l i t y
in s u ra n c e  fo r  a c t i v e  em ployees u nder age 65. -  - -  1 ,9 9 9 ,2 0 0 .

5 . A d m in is t r a t iv e  expense  b u d g e t f o r  S t a te  P e rso n n e l
D iv i s io n .  - - - - - - - - - - - - - - - - - - - - -  2 0 0 ,0 0 0 .

6 . R ate  f l u c t u a t i o n  and c o n tin g e n c y  r e s e r v e s .  - - - - -  6 7 2 ,0 0 0 .

7 . A l lo c a t io n  f o r  "H .M .0 .” p i l o t  p r o j e c t .  - - - - - - -  150 ,000 .

8 . A l lo c a t io n  f o r  em ployee p h y s ic a l  exam p ro g ram . - -  - 5 2 5 ,0 0 0 .

E s tim a te d  Maximum T o ta l  F i r s t - Y e a r  Funds

S t a te  A p p ro p r ia t io n  -  - -$ 4 ,8 0 0 ,0 0 0  
Highway D epartm en t -  -  -  1 ,2 0 0 ,0 0 0  

S u b -T o ta l  $ 6 ,0 0 0 ,0 0 0
E s tim a te d  maximum amount o f  " F e d e ra l  M onies" o r  
o th e r  r e s o u r c e s  needed  to  fund p r e f e r r e d  program  
c o n s e r v a t i v e ly .

$ 8 ,7 0 8 ,6 0 0 .

6 ,0 0 0 ,0 0 0 .
$ 2 ,7 0 8 ,6 0 0 .

(See n e x t  page f o r  m ajor a ssu m p tio n s  and e x p la n a t io n s )
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M ajor A ssum ptions and E x p la n a t io n s  f o r  I l l u s t r a t i o n  I ,  Page one

Ite m  #1: Blue C ro ss -B lu e  S h ie ld  g u a ra n te e d  m onth ly  u n i t  r a t e  fo r  em p lo y e e 's  

r e g u la r  c o v e ra g e  i s  $ 1 0 .6 0 . The m ost r e c e n t  cen su s  d a ta  s u g g e s t  t h a t  a t o t a l  

o f  33 ,775  S ta te  em ployees would be e l i g i b l e  f o r  th e  h e a l th  in s u ra n c e  co verage  to  

be p ro v id e d  a c t iv e  e m p lo y ees . A llo w in g  a m arg in  f o r  e r r o r  and c o n v e r t in g  the  

m onth ly  r a t e s  to  an a n n u a l prem ium , th e  c a l c u l a t i o n  would be (3 5 ,0 0 0  x $10 .60  x 

12 » $ 4 ,'< 5 2 ,0 0 0 ).

I te m  #2 : Mr. G r e s s e t te  e s t im a te d  t h a t  th e re  a re  c u r r e n t l y  3 ,0 0 0  r e t i r e d  S ta te  

e m p lo y e es , and Blue C ro ss -B lu e  S h ie ld  now c h a rg e s  $ 8 .3 0  p e r  m onth f o r  su p p le m e n ta l 

c o v e ra g e  f o r  "M ed icare"  e l i g i b l e s .  (T h u s , 3 ,0 0 0  x $ 8 .3 0  x 12 * $ 2 9 8 ,8 0 0 ) .

A c tiv e  em ployees o v e r  age 65 a re  to  be h an d led  as o u t l i n e d  in  th e  a t ta c h e d  summary 

o f  o u r ag reem en t w ith  Blue C r o s s - S h ie ld .

I te m  #3: The P i l o t  L ife  g u a ra n te e d  m on th ly  u n i t  r a t e  f o r  a c t i v e  em p lo y ees ' 

l i f e  in s u r a n c e ,  in c lu d in g  A c c id e n ta l  D eath  & Dismemberment B e n e f i t s ,  i s  $ .4 9  

p e r  $ 1 ,0 0 0  o f c o v e ra g e . (T h e re f o re ,  35*000 x .49  x 2 x 12 « $ 4 1 1 ,6 0 0 ) . C overage 

am ounts red u ce  by 507. a t  age 65 , and te rm in a te  upon a c tu a l  r e t i r e m e n t .

Item  #4: The P i l o t  L ife  g u a ra n te e d  m on th ly  u n i t  r a t e  on lo n g -te rm  d i s a b i l i t y  

in s u ra n c e  ( f o r  em ployees under age 65 o n ly )  i s  $ .8 5  p e r  $100 o f  " in s u re d  p a y r o l l " ,  

w hich do es  n o t a p p ly  to  s a la r y  am ounts in  e x c e s s  o f  $ 1 ,6 6 6 .6 7  p e r  m onth. E s tim a tin g  

th e  prem ium , how ever, i s  c o m p lic a te d  by th e  f a c t  t h a t  a p a y r o l l  in c re a s e  i s  

e x p e c te d  a t  th e  v e ry  tim e th e  in s u ra n c e  p la n  i s  to  become e f f e c t i v e .  I have 

assum ed a maximum 5.57. a v e ra g e  pay in c r e a s e  b e c au se  o f  c u r r e n t  w a g e -p ric e  c e i l i n g s .  

(T hus, $ 1 8 ,5 9 8 ,0 0 0  o f  e s t im a te d  m on th ly  " in s u re d  p a y r o l l "  x 1 .055  x $ .8 5  p e r  

$100 o f in s u re d  p a y r o l l  x 12 » $ 1 ,9 9 9 ,2 0 0 ) .  The $ .8 5  r a t e  may change s l i g h t l y  

i f  th e  em p loyer does n o t  e l e c t  to  pay 1007. o f  th e  c o s t  f o r  th o se  who e n r o l l .
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Item  #5; The S t a t e  P e rso n n e l D iv is io n  w i l l  c e r t a i n l y  have a d d i t io n a l  a d m in is t r a t iv e  

e x p en ses  p u r s u a n t  to  th e  new em ployee b e n e f i t  p l a n s ,  e s p e c i a l l y  d u r in g  th e  f i r s t  

y e a r  o f  o p e r a t io n .  A $200 ,000  a llo w a n c e  sh o u ld  be s u f f i c i e n t  f o r  such  e x p e n s e s .

Item  #6 : Though we w ere f o r tu n a te  to  s e c u re  r a t e  g u a ra n te e s  f o r  th e  f i r s t  y e a r  

(and on a y e a r - to - y e a r  b a s i s  t h e r e a f t e r ) ,  i t  i s  s im p ly  n o t  p o s s ib le  to  f o r e c a s t  

a c c u r a te ly  th e  m agn itude  o f  p o t e n t i a l  r a t e  in c r e a s e s  w hich m ig h t be e f f e c t i v e  

f o r  th e  second  p la n  y e a r .  The t a s k  i s  p a r t i c u l a r l y  c o m p lic a te d  by th e  f a c t  

t h a t  (a )  th e  Pay Board may soon l i f t  th e  c u r r e n t  r e s t r i c t i o n s  on c h a rg e s  o f  

h o s p i t a l s  and o th e r  m e d ic a l c a r e  p r o v id e r s  and (b) th e  B lue C r o s s -S h ie ld  c o v e ra g e s  

a re  l a r g e ly  o f  a s e r v ic e  n a tu re  ( r a t h e r  th a n  f l a t  d o l l a r  h o s p i t a l  p e r  d iem s , 

e t c . ) .  Some k in d  o f  r a t e  i n c r e a s e ,  a t  th e  end o f  th e  i n i t i a l  g u a ra n te e  p e r io d ,  

seems v i r t u a l l y  i n e v i t a b l e .  And t o t a l  prem iums a re  l i k e l y  to  in c r e a s e  s l i g h t l y  

as th e  S t a te  h i r e s  a d d i t i o n a l  e m p lo y e es , even i f  th e  r a t e s  s ta y e d  c o n s ta n t .

The “c o n tin g e n c y ” p o r t io n  o f  th e  r e s e rv e  amount shown was p ro v id e d  by 

assum ing  ab o u t 1 ,2 0 0  more a c t i v e  em ployees th an  a re  r e f l e c t e d  in  th e  m ost r e c e n t

c e n su s  d a t a .  T h is  a llo w s  a s m a ll m arg in  fo r  b o th  e s t im a t in g  e r r o r s  and premiums

o f  a d d i t i o n a l  em ployees h i r e d  d u r in g  th e  f i s c a l  y e a r  J u ly  1, 1972 to  J u ly  1 , 1973.

For em ployees h i r e d  t h e r e a f t e r ,  i t  would seem more a p p r o p r ia t e  to  p ro v id e  th e

needed  funds in  th e  bud g e t f o r  th e  c o rre s p o n d in g  f i s c a l  y e a r .

The “ r a t e  f l u c t u a t i o n ” p o r t i o n  o f th e  r e s e r v e  amount shown was e s t im a te d

as fo llo w s :  on a ro u g h ly  co m p arab le  h e a l th  in s u ra n c e  p la n ,  B lue C ro s s -S h ie ld  

in c r e a s e d  th e  em ployee m on th ly  u n i t  premium $ 1 .6 0 ,  $ .9 5  and $ .6 2 ,  r e s p e c t i v e l y ,  

d u r in g  each  o f  th e  m ost r e c e n t  p la n  y e a r s .  C o n s e r v a t iv e ly ,  th e  c a l c u l a t i o n  would 

be 35 ,000  x $ 1 .6 0  x 12 ■ $ 6 7 2 ,0 0 0 . From th e  S t a t e ’ s p o in t  o f  v iew , i t  c o u ld  be 

a rg u e d  t h a t  th e  r a t e  and c o n tin g e n c y  r e s e r v e  sh o u ld  be m inim al i . e .  p e rh a p s  each  

y e a r  sh o u ld  “ s ta n d  on i t s  own” , f o r  b u d g e ta ry  p u r p o s e s .  In  f a c t ,  th e  Budget and 

C o n tro l  Board m igh t s im p ly  sa y  t h a t  $ 1 0 .6 0  p e r  m onth p e r  em ployee i s  th e  maximum
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th e  Em ployer w i l l  pay f o r  h e a l th  in s u ra n c e  c o v e ra g e  -  and th e n  h o ld  o n ly  a 

sm a ll r e s e r v e  f o r  u n a n t ic ip a te d  e r r o r s  and th e  a d d i t i o n  o f  more S t a t e  em ployees 

d u r in g  th e  y e a r .  T h is  m igh t c au se  a p ro b lem , th o u g h , i f  r a t e s  a re  in c r e a s e d

s h a rp ly  f o r  th e  second  p la n  y e a r .  I f  th e  Board r e t a in e d  th e  $ 1 0 .6 0  d o l l a r

f ig u r e  a s  a maximum em ployer c o n t r i b u t i o n ,  th e  em ployee would have to  b e a r  th e  

f u l l  im p ac t o f  a r a t e  in c r e a s e  f o r  em ployee c o v e ra g e  (and  a l s o  any in c r e a s e  in  

th e  r a t e  f o r  d ep e n d en t c o v e ra g e ) .  I f  th e  Board w anted to  " a b s o rb ” th e  r a t e  

in c r e a s e  f o r  em ployee c o v e ra g e , th e  a b se n c e s  o f  a  r a t e  f l u c t u a t i o n  r e s e r v e  m ig h t

r e q u i r e  s h a rp  in c r e a s e s  in  th e  needed  h e a l t h  in s u ra n c e  b u d g e t f o r  f i s c a l  1973-74 . 

For ex am p le , a $1 in c r e a s e  i n  th e  em ployee u n i t  r a t e  w ould r e q u i r e  an a d d i t i o n a l  

$420 ,000  p e r  y e a r  (3 5 ,0 0 0  x $1 x 1 2 ) . A $2 m on th ly  in c r e a s e  would amount to  

some $ 840 ,000  p e r  y e a r .

Item  # 7 ; The 150 ,000  a l l o c a t e d  to  a  p i l o t  H.M.O. p r o j e c t  was th e  amount s u g g e s te d  

t e n t a t i v e l y  by th e  B udget and C o n tro l  B oard . M r. S u l l i v a n ,  P r e s id e n t  o f  B lue

C ro s s , h a s  been  ask ed  to  w r i te  th e  G overnor a r e p o r t  on how su ch  an e x p e n d itu re

m igh t b e s t  be u t i l i z e d .

Item  08: The amount shown f o r  an e m p lo y e es ' p h y s ic a l  e x a m in a tio n  p rogram  was 

c a lc u la t e d  by assum ing  an a v e ra g e  o f  $15 p e r  y e a r  p e r  em ployee ($15 x 35 ,000  ■ 

$ 5 2 5 ,0 0 0 ) . F u r th e r  s u g g e s t io n s  c o n c e rn in g  th e  p ro p o se d  p rogram  a re  d is c u s s e d  in

a l a t e r  s e c t i o n .

M is c e l la n e o u s : I t  i s  im p o r ta n t  to  remember t h a t  un d er group  in s u ra n c e  a c tu a l  

premiums a re  c a lc u la t e d  by a p p ly in g  th e  g u a ra n te e d  r a t e  to  th e  number o f  

cm ployees who a c t u a l l y  e n r o l l . The i n i t i a l  c o s t s  to  th e  S t a te  c o u ld  be low er

th a n  e s t im a te d  a b o v e , f o r  t h i s  r e a s o n  a lo n e .

2540
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I I .  POSSIBLE APPROACHES TO REDUCE ESTIMATED FIRST-YEAR STATE "OUTLAY"

A pproaches
E s tim a te d  F i r s t - Y e a r  
" S a v in g s"  to  S ta te

1 . Reduce o r  e l im in a te  am ounts to  fund em ployee 
p h y s ic a l  e x a m in a tio n  p rog ram  - - - - - - - -

2 .  Reduce o r  e l im in a te  am ounts to  fund p i l o t  "H.M .O." 
p r o j e c t  - - - - - - - - - - - - - - - - - - - - -

3 . Reduce em ployer c o n t r i b u t i o n  f o r  r e t i r e e s ’
su p p le m e n ta l  M ed icare  c o v e ra g e  to  a maximum o f  
$ 5 .3 0  p e r  month p e r  r e t i r e e  - - - - - - - - -

(E m ployer c o n t r i b u t i o n  l i m i t  o f  $ 4 .3 0  m on th ly  
w ould save  $144 ,0 0 0 )

4 . Reduce in s u ra n c e  a d m i n i s t r a t i v e  b u d g e t o f  S t a te  
P e r s o n n e l  D iv is io n  - - - - - - - - - - - - - -

5 . Reduce o r  e l im in a te  r a t e - f l u c t u a t i o n  and 
c o n tin g e n c y  r e s e r v e s  - - - - - - - - - -

*6 . Make a llo w a n c e  f o r  a n t i c i p a t e d  i n t e r e s t  
e a rn in g s  on t o t a l  a n n u a l em p lo y er funds 
a l l o c a t e d  to  th e  p la n s  - - - - - - - - -

**7 . Reduce em ployer c o n t r i b u t i o n s  tow ard  group lo n g ­
te rm  d i s a b i l i t y  in s u r a n c e  so  a s  to  pay th e  f u l l  
c o s t  up to  a maximum o f  $ 4 .2 5  p e r  m onth p e r  
em p lo y ee . - - - - - - - - - - - - - - - - - - -

8 . Use l e s s  c o n s e r v a t iv e  s t a t i s t i c a l  a ssu m p tio n s  
c o n c e rn in g  th e  p rog ram  v a r i a b l e s  - - - - - - -

( -$ 1 7 5 ,0 0 0  to  -$ 5 2 5 ,0 0 0 )

( -$ 5 0 ,0 0 0  to  -$ 1 5 0 ,0 0 0 )

(-$ 1 0 8 ,0 0 0 )

( -$ 8 0 ,0 0 0 )

(-$ 3 3 6 ,0 0 0  to  -$ 6 7 2 ,0 0 0 )

(-$ 4 2 9 ,0 0 0 )

(-$ 5 1 3 ,0 0 0 )

(Not recommended)

Maximum P o s s ib le  R e d u c tio n  I n  F i r s t - Y e a r
S t a t e  O u tlay  From Above A pproaches $ 2 ,5 1 3 ,0 0 0

# #  # #

Amount Needed To Fund A l l  P r e f e r r e d  B e n e f i t s
D u rin g  F i r s t  Y ear (from  i l l u s t r a t i o n  I ,  page one) $ 8 ,7 0 8 ,6 0 0

L ess G e n e ra l S t a t e  and Highway D ep t. 
A p p r o p r ia t io n s

D if fe r e n c e
P o t e n t i a l  S a v in g s  From Above Program  
M o d if ic a t io n s

P o s s ib le  " d e f i c i t "

L e ss"  F e d e ra l  M onies" A v a i la b le  T h is  Y ear

-  6 ,0 0 0 ,0 0 0
$ 2 ,7 0 8 ,6 0 0

-  2 ,5 1 3 ,0 0 0
195,600

M argin  F or P re s e r v in g  P r e f e r r e d  B e n e f i t s $ _ L _ _
N o te s :
♦Assumes $ 6 .0  m i l l i o n  a v a i l a b l e  a t  p la n  i n c e p t io n .  T h u s , $ 5 .5  m i l l i o n  in v e s te d  fo r  
one m on th , $ 5 .0  m i l l i o n  in v e s te d  two m onths -  -  and so o n . ( In s u ra n c e  premiums a re  
p a id  m o n th ly  in  a d v a n c e ) . At 0.37. p e r  m onth , th e  a n n u a l y i e l d  would be a b o u t $ 4 2 9 ,0 0 0 . 
** See th e  a u th o r  f o r  e x p la n a t io n  o f  how $ 4 .2 5  p e r  m onth was d e r iv e d .2541
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I l l . Recom mendations o f  P r o fe s s o r  Ronald C. Horn: A B r ie f  Summary

(The fo llo w in g  recom m endations a re  based  upon in fo rm a tio n  made a v a i l a b l e  to  me 

as o f  June  3 , 1972. They a ls o  would be s u b je c t  to  a d e te rm in a t io n  o f  co m p lian ce  

w ith  w a g e -p r ic e  f r e e z e  g u id e l in e s  and a p p ro v a l by th e  Pay Board a n d /o r  o th e r  

a p p r o p r ia te  a u t h o r i t i e s ) .

THE ESSENTIAL ELEMENTS

H aving c a r e f u l l y  s tu d ie d  th e  a p p r o p r ia te  c o n s id e r a t io n s  d u r in g  th e  p a s t  

n in e  m o n th s , I  am p e r s o n a l ly  and p r o f e s s io n a l ly  co n v in ced  th a t  a group  in s u ra n c e

program  f o r  o u r  S t a te  em ployees shou ld  be e s t a b l i s h e d ,  a t  t h i s  t im e , w ith  the

fo llo w in g  f iv e  e s s e n t i a l  e le m e n ts :

1 . The b a s ic  p lu s  m ajor m ed ica l group h e a l th  In su ra n c e  p la n  i n i t i a l l y  

p ro p o sed  by S .C . Blue C ro ss -B lu e  S h ie ld  and s u b s e q u e n tly  m o d if ie d , 

f o r  a l l  a c t i v e  S ta te  em ployees e l i g i b l e ;

2 . The g roup lo n g - term  d i s a b i l i t y  in su ra n c e  p la n  i n i t i a l l y  p roposed  

by P i l o t  L ife  and s u b s e q u e n tly  m o d if ie d , f o r  a l l  a c t iv e  S t a te

em ployees u n d e r age 65;

3 . The group te rm  l i f e  in su ra n c e  (p lu s  A.D.&D. b e n e f i t s ) p la n ,  

o f  $2 ,000  p e r  a c t i v e  em ployee, p roposed  by  P i l o t  L i f e ;

4 . An a d e q u a te  b u d g e t f o r  the S t a t e  P e rso n n e l D iv is io n  to  assum e

th e  S t a t e ’s p o r t i o n  o f  the  r o le  in  a d m in is te r in g  th e  program ; a n d ,

5 . The " em p lo y e r" sh o u ld  pay th e  f u l l  c o s t  o f  em ployee c o v e ra g e ,

i f  a t  a l l  p o s s ib l e ,  and th e  em ployee h im s e lf  sh o u ld  pay f o r  any 

d e p e n d en ts  c o v e ra g e  e le c te d  (a n d , where a p p l i c a b l e ,  th e  e x t r a

c o s t  o f  h ig h  o p t io n  c o v e ra g e ) .
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These f iv e  e s s e n t i a l  e le m e n ts  would r e q u i r e  an e s t im a te d  maximum em ployer o u t la y

o f  ab o u t $ 7 ,0 6 2 ,8 0 0  f o r  th e  f i r s t  f u l l  y e a r  o f  th e  p rog ram . W hile t h i s  i s  

$ 1 ,0 6 2 ,8 0 0  more th a n  w hat we e x p e c t from S ta te  a p p r o p r ia t io n s  and Highway 

D epartm ent s o u rc e s ,  i t  i s  hoped t h a t  f e d e r a l  m onies would be a v a i l a b l e  to  make 

up th e  e n t i r e  " e x c e s s ” n e e d e d . I f  n o t ,  i t  seems l i k e l y  t h a t  enough f e d e r a l  

m onies would be a v a i l a b l e  to  p ro v id e  a s i g n i f i c a n t  p o r t io n  o f th e  n e c e s s a ry  fu n d s. 

And, a s  n o te d  e a r l i e r ,  i n t e r e s t  e a rn in g s  on a p p ro p r ia te d  am ounts c e r t a i n l y  would 

be la r g e  enough to  o f f s e t  any e x c e s s  needed  -  a t  l e a s t  e f f e c t i v e l y  -  by abou t 

$ 5 0 0 ,0 0 0 . I f  n e c e s s a r y ,  th e  a d m in is t r a t iv e  b u d g e t f o r  th e  P e rso n n e l D iv is io n  

c o u ld  be c u t  by $ 8 0 ,0 0 0 . I f  i t  i s  a b s o lu t e ly  im p o s s ib le  to  make up the  p ro je c te d  

" d e f i c i t "  from  any o r  a l l  o f  th e  above s o u rc e s ,  I  do n o t recommend any changes 

in  e i t h e r  th e  group h e a l t h  o r  g roup l i f e  in s u ra n c e  p la n s  p ro p o se d . I n s te a d ,

I  w ould r e l u c t a n t l y  s u g g e s t  a r e d u c t io n  in  th e  em ployer c o n t r ib u t io n  tow ard th e  

c o s t  o f  group  lo n g - te rm  d i s a b i l i t y  in s u ra n c e  so  a s  to  pay th e  f u l l  c o s t  up to  

a maximum o f  $ 4 .2 5  p e r  month p e r  em ployee (an  e s t im a te d  " s a v in g s "  o f  $513,000 

f o r  th e  f i r s t  y e a r ) .

LOWER PRIORITY ELEMENTS

I  am co n v in ced  t h a t  th e  above f iv e  e le m en ts  a r e  so e s s e n t i a l  t h a t  they  

sh o u ld  be funded in  f u l l  b e fo re  any a d d i t io n a l  f e a tu r e s  a re  added to  th e  program . 

But I  am o p t im is t i c  enough to  b e l i e v e  t h a t  enough money can  be found to  (a) fund 

th e  f iv e  e s s e n t i a l  e le m e n ts  f u l l y  and (b) s t i l l  le a v e  an ample m arg in  f o r  

i n c o r p o r a t in g  one o r  more a d d i t i o n a l  and d e s i r a b l e  program  e le m e n ts . I f  so ,

I  recommend t h a t  th e  d e s i r a b le  b u t n o t a b s o lu te ly  e s s e n t i a l  f e a tu r e s  be added

in  th e  fo llo w in g  o r d e r  o r  p r i o r i t y :

6 . Pay $ 4 .3 0  p e r  month p e r  r e t i r e d  em ployee tow ard the  c o s t  o f

" su p p le m e n ta l  m e d ic a re "  co v e ra g e  (add ab o u t $154 ,800  fo r  f i r s t  y e a r ) .
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7 . E s t a b l i s h  a r a t e - f l u c t u a t i o n  and c o n tin g e n c y  r e s e rv e  to  be h e ld  

by th e  S t a t e  (add  from  $200 ,000  to  a p r e f e r a b l e  $700 ,000  f o r  th e  

f i r s t  y e a r ) .

8 . A l lo c a te  $1 5 0 ,0 0 0  to  a s s i s t  in  a p i l o t  H .M .0. p r o j e c t  f o r  a 

sam ple o f  S t a te  e m p lo y ees .

9 . A l lo c a te  up to  $52 5 ,0 0 0  f o r  a  s t r u c tu r e d  program  o f  p ro v id in g  

p e r io d i c  p h y s ic a l  e x a m in a tio n s  f o r  a c t i v e  em ployees (se e

a d d i t i o n a l  comments below )

10. Pay th e  r e s t  o f  th e  t o t a l  f i r s t - y e a r  m on th ly  premium f o r  r e t i r e e s '  

su p p le m e n ta l  m e d ic a re  c o v e ra g e  (add  $144 ,000  fo r  f i r s t  y e a r ) .

To g e t  a c o n c is e  p i c t u r e  w hich sh o u ld  f a c i l i t a t e  th e  d e c is io n -m a k in g  p ro c e s s  

once th e  t o t a l  a v a i l a b l e  moneys a r e  known more p r e c i s e l y ,  l e t ' s  ta k e  a b r i e f

look  a t  th e  cum m ulative  t o t a l  c o s t s  o f  my recom m enda tions:

R ecom nendations

F i r s t  F ive  E s s e n t i a l  E lem en ts  (w ith  
com prom ise f in a n c in g  on L .T .D .)

Add e x t r a  c o s t  o f  p r e f e r r e d  L .T .D . 
f in a n c in g  a rra n g e m e n t 

Add recom m endation  #6

Add l a r g e s t  r e s e r v e  o f  recom m endation  #7 

Add recom m endation  #8 

Add recom m endation  #9

Add recom m endation  #10

Cum m ulative T o ta l  Em ployer 
D o l la r s  R eq u ired

$ 6 ,5 4 9 ,8 0 0

$ 7 ,0 6 2 ,8 0 0

$ 7 ,2 1 7 ,6 0 0

$ 7 ,9 1 7 ,6 0 0

$ 8 ,0 6 7 ,6 0 0

$ 8 ,5 9 2 ,6 0 0

$ 8 ,7 3 6 ,6 0 0

A c tu a l ly ,  I b e l i e v e  th e  em ployee p h y s ic a l  e x a m in a tio n  program  i s  a h ig h  p r i o r i t y  

i te m . But a good p rogram  c a n n o t be im plem ented  by J u ly  1 , 1972. P r e s id e n t  

S u l l iv a n  o f  B lue C ro ss  h as  some e x c e l l e n t  id e a s  f o r  d e s ig n in g  th e  p rogram , and 

he has  i n d ic a te d  h i s  w i l l i n g n e s s  to  do so i f  he i s  g iv e n  a t  l e a s t  s e v e r a l  more 

m onths t im e . He w ould d e s ig n  th e  program  so  a s  to  p r e s c r ib e  c e r t a i n  d ia g n o s t ic
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s e r v i c e s  f o r  v a r io u s  c l a s s e s  o f  em ployees ( e .g .  fe m a le s  betw een  ag es  x and y 

would g e t  c a n c e r  t e s t s ,  some em ployees w ould be exam ined o n ly  e v e ry  two y e a r s ,  

m ale em ployees o v e r  age z m ig h t have an e le c t r o c a r d io g r a m  -  t h a t  s o r t  o f  t h i n g ) .

And B lue  C ro ss  would c o n t r a c t  w ith  h e a l th  c a re  p r o v id e r s  to  d e l i v e r  th e  s e r v i c e s  f o r  

a g re e d  upon f e e s .  In d e e d , t h i s  w ould be an e x c e l l e n t  s te p  tow ard  e v e n tu a l  

d eve lopm en t o f th e  HMO c o n c e p t in  S ou th  C a r o l in a !

My own p e rs o n a l  a c t u a r i a l  i n c l i n a t i o n s  w ould summon me to  g iv e  h ig h  

p r i o r i t y  to  r a t e  and c o n tin g e n c y  r e s e r v e s .  But I  r e c o g n iz e  t h a t  th e  d e c is io n  

to  e s t a b l i s h  one in  t h i s  c a se  i s  l a r g e ly  a m a t te r  o f  b u d g e t p h i lo s o p h y , b e t t e r

l e f t  to  th e  B oard .

T here  a re  many re a s o n s  f o r  r a n k in g  h e a l th  c o v e ra g e  on r e t i r e e s  in  th e  

low er p r i o r i t y  c a te g o r y ,  among w hich  i s  t h a t  th e  S t a te  i s  a l r e a d y  p a y in g  

r e l a t i v e l y  la r g e  sums f o r  '*M edicare". In  c o n t r a s t ,  th e  a c t i v e  em ployees have  

no S t a te - f in a n c e d  h e a l t h  p la n  a t  th e  p r e s e n t  t im e .  R e t i r e e s  have no c o n c e p tu a l

need  f o r  d i s a b i l i t y  income in s u ra n c e  o r  g roup  te rm  l i f e  in s u ra n c e  p e r  se  ( th e  

l a t t e r  would be p r o h i b i t i v e  in  c o s t ,  w h ile  th e  fo rm er i s  n o t  a v a i l a b l e  in  th e  

m a r k e tp la c e ,  in  any  e v e n t ) .

A GENERAL RECOMMENDATION

I  r a t h e r  s t r o n g ly  b e l ie v e  (a )  t h a t  th e  S t a t e  R e tire m e n t System  o u g h t to  be 

u n d e r th e  P e rso n n e l D iv is io n  ( e . g .  a s  a " d e p a r tm e n t"  o f  th e  l a t t e r )  and (b ) 

t h a t  now would be  an e x c e l l e n t  tim e to  move s w i f t l y  tow ard  t h i s  v e ry  d e s i r a b l e

o b j e c t i v e .

The a d m in i s t r a t iv e  a s p e c t s  o f  a l l  em ployee b e n e f i t  p l a n s ,  in c lu d in g  r e t i r e m e n t  

p l a n s ,  a rc  u n q u e s tio n a b ly  a p e r s o n n e l  " f u n c t io n " .  And th e  P e rso n n e l D iv is io n  

heads a re  b e s t  e q u ip p ed  to  p a r t i c i p a t e  and p la y  a l a r g e  r o le  in  th e  p o l i c y  a s p e c t s .  

Group l i f e ,  h e a l t h ,  and d i s a b i l i t y  in s u ra n c e  p la n s  a r e  in e x o r a b ly  r e l a t e d  to  

r e t i r e m e n t  p la n  p r o v is io n s .  They need  to  be c o o rd in a te d  a n d , in  th e  p a s t ,  th e y
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have n o t been c o o rd in a te d  f o r  S t a t e  em p lo y ees . M oreover, we t r u l y  need  one 

s im p le  b o o k le t  d e s c r ib in g  a l l  b e n e f i t s  fo r  S t a t e  e m p lo y ees , in su re d  o r  o th e r w is e .

I  w i l l  r e s i s t  th e  te m p ta t io n  to  w r i te  a le n g th y  t r e a t i s e  on th e  s u b je c t  a t  t h i s  

t im e ,  b u t  I  s t i l l  f e e l  th e  id e a  i t s e l f  i s  w o rth y  o f  prom pt and s e r io u s  c o n s id e r a t io n  

In d e e d , th e  s e p a r a te n e s s  o f  th e  R e tire m e n t System  e n t i t y  i s  g o in g  to  pose

fo rm id a b le  a d m in i s t r a t iv e  p ro b lem s as  we im plem ent th e  group in s u ra n c e  p l a n s .

I  w i l l  e l a b o r a t e  i f  r e q u e s te d  to  do so  by th e  B udget and C o n tro l  B oard .
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IV. ANALYSIS OF REVISED BLUE CROSS-BLUE SHIELD MONTHLY UNIT RATES FOR FIRST PLAN YEAR

M onthly U n it C o s ts ;

Employee ( a c t iv e )
Spouse (n o t employed by S t a t e )  
C h ild  o r  C h ild re n

Combined T o ta ls

R eg u la r B e n e f i t s

$10 .60
11 .90

5 .5 0

"H igh O p tio n "

$11 .32
12 .82

6 .4 6

$ 2 8 .0 0 $ 3 0 ,6 0

M onthly C ost to  E m ployer: $10 .6 0  p e r  m onth p e r  c o v e re d  a c t iv e  em ployee (recommended 
maximum)

D ependent C overage M onthly C o s ts :

The Em ployer sho u ld  pay $ 1 0 .6 0  p e r  em ployee fo r  h e a l th  in s u ra n c e ;  r e g a r d le s s  o f  
th e  o p t io n  an em ployee s e l e c t s .

T hus, th e  m on th ly  d e d u c tio n s  f o r  d ep en d en t h e a l th  c o v e ra g e  e f f e c t i v e l y  would 
be as  fo llo w s :

R eg u la r High O p tio n *

Spouse o n ly  
C h ild  o r  c h i ld r e n  o n ly  
Spouse and ( c h i ld  o r  c h i ld r e n )  

Range

$11 .9 0  
$ 5 .5 0  
$17 .40

($ 5 .5 0  to  $ 1 7 .4 0 )

$12 .82  + .7 2  = $13 .54  
$ 6 .46  + .7 2  » $ 7 .18  
$ 1 9 .2 8  + . 72 = $2 0 .0 0

($ 7 .1 8  to  $20 .00

♦The a d d i t i o n a l  $ .72  in  ea ch  c a se  i s  th e  a d d i t i o n a l  m onth ly  amount e v e ry  
em ployee w ould be re q u ir e d  to  pay f o r  em ployee co v e ra g e  i f  he e l e c t s  th e  h ig h  
o p t io n  a l t e r n a t i v e  ($11 .32  -  $ 1 0 .6 0  p a id  by th e  Em ployer * $ .7 2 )

Summary o f  M onthly C o sts  to  EMPLOYEES:

T here w i l l  be some em ployees who w i l l  n o t e l e c t  d e p e n d en t coverage  i . e .  th ey  
w i l l  c o v e r  o n ly  th em se lv es  a s  em p lo y ees . M oreover, th e r e  a re  some in s ta n c e s  where 
b o th  sp o u ses  a re  " f u l l - t im e "  S t a te  em ployees u n d e r th e  m a s te r  c o n t r a c t  d e f i n i t i o n .
The e m p lo y e es’ e f f e c t i v e  o u t la y  p e r  month would t h e r e f o r e  be a s  fo llo w s :

E m ployees ' E f f e c t iv e  O u tlay  Per Month

C overage P rov ided  For R eg u la r  B e n e f i t s  High O p tio n  B e n e f i t s
Employee Only 0 $ .72
Employee and Spouse Only (B oth

S ta te  Em ployees) 0 " $ 1 .44
Employee and Spouse o n ly  $11 .9 0  $ 1 3 .5 4
Employee and ( c h i ld  o r  c h i ld r e n )  o n ly  $ 5 .5 0  $ 7 .1 8  * (+ .7 2 )
Em ployee, Spouse and ( c h i ld  o r  c h i ld r e n )  $ 1 7 .4 0  $ 2 0 .0 0  * (+ .7 2 )

♦ A d d itio n a l  $ .7 2  on h ig h  o p t io n  i s  f o r  th e  c a se  w here b o th  employee and spouse  a re  
S t a t e  em p lo y ees , th ey  e l e c t  h ig h  o p t io n  b e n e f i t s  and th e y  c o v e r  t h e i r  c h i l d  o r  
c h i l d r e n .  B lue C ross may w aive t h i s  $ .72  f o r  s im p l i c i t y  and  e q u i ty ,  i f  we a sk  them .
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Range o f  E f f e c t iv e  C ost to  an Em ployee P er Month fo r  H e a lth  In s u ra n c e :

R eg u la r B e n e f i t s  ( $0 to  $17 .40 )
High O p tio n  B e n e f i t s ( $ .7 2  to  $20 .72 )

R e t i r e e s
S ta te  would pay maximum o f  $ 8 .3 0  p e r  month p e r  r e t i r e d  S ta te  em ployee 

R e t i r e d  em ployee w ould pay $0 (o r  some p o r t io n  o f c o s t)

C overage i s  s p e c i a l  su p p lem en t to  M edicare  and u n d e rw r i t te n  by B lue C ro s s -S h ie ld  

We a re  n o t y e t  c e r t a i n  w h e th e r t h i s  r a t e  i s  g u a ra n te e d  fo r  f i r s t  y e a r .

A c tiv e  Em ployees Over Age 65

Employee u n i t  r a t e s  a r e  same as f o r  a l l  o th e r  a c t i v e  em ployees.

However, c o v e rag e  " c o o r d in a t e s ” w ith  M e d ic a re , f o r  th o se  who have i t  a n d /o r  

where i t  i s  a p p l i c a b le  to  a g iv en  i l l n e s s  s i t u a t i o n .  T hus, B lue C ro s s -S h ie ld  

has  a g re e d  to  a p p ly  an a p p r o p r ia t e  " r e tu r n "  p o r t io n  o f  th e  premium to  th e  

S t a te  -  as an i d e n t i f i a b l e  i te m  in  th e  e x p e r ie n c e  r a t i n g  and r e t e n t i o n

c a l c u l a t i o n s .
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v . NOTES ON PILOT LIFE GROUP L .T .D . AND TERM LIFE INSURANCE PLANS

Group Term L ife  In su ra n c e

P ro v id e s  $ 2 ,0 0 0  g roup te rm  l i f e  in s u ra n c e  p lu s  A.D. & D. b e n e f i t s  f o r  

each  f u l l - t i m e  em ployee u n d e r age 6 5 . C overage am ounts red u c e  by 50% f o r  a c t i v e  

em ployees age 65 o r  o v e r .  B e n e f i t s  te rm in a te  a t  r e t i r e m e n t .

D ependen ts  may be c o v e re d  fo r  group term  l i f e  in s u ra n c e  in  th e  am ounts 

p e rm i t te d  by  th e  S .C . law ($ 1 ,0 0 0  on sp o u se  and g rad ed  downward on c h i l d r e n ,

d ep en d in g  upon t h e i r  a g e s . M onth ly  u n i t  c o s t s  a r e  as  fo l lo w s :

Employee L ife $ .4 3 p e r  $1 ,0 0 0 ($ .8 6  p e r  m onth)

Employee A.D.&D . .06 p e r  $1 ,000 ($ .1 2  p e r  m onth)

D ependent L i f e .45 p e r  "d ep e n d e n t u n i t "  p e r  m onth

As recoranended e a r l i e r ,  th e  Em ployer w ould pay th e  e n t i r e  c o s t  o f  em ployee

c o v e ra g e  o r  $ .9 8  p e r  m onth p e r  a c t i v e  em ployee; th e  em ployee h im s e lf  w ould pay 

f o r  any d e p e n d en t c o v e ra g e  e l e c t e d .  D iv id en d s  a re  l i k e l y  on the  l i f e  in s u r a n c e .

They w ould be u sed  to  red u c e  em p loyer c o n t r i b u t i o n s .

Group Long-Term D i s a b i l i t y  (L .T .D .)

A l l  f u l l - t i m e  em ployees u n d er age 65 would be p ro v id e d  m o n th ly  d i s a b i l i t y

b e n e f i t s  o f  up to  60% tim es  t h e i r  b a s ic  s a l a r y  ( s u b je c t  to  maximum b e n e f i t

o f  $ 1 ,0 0 0  p e r  m o n th ) . B e n e f i t s  b e g in  on th e  9 1 s t  day o f  t o t a l  d i s a b i l i t y  and

th e y  a re  p a y a b le  to  age 65 f o r  b o th  a c c id e n t  and s ic k n e s s  d i s a b i l i t i e s .  B e n e f i ts

a re  " i n t e g r a t e d ” a t  th e  60% l e v e l  w ith  S o c ia l  S e c u r i ty  and c e r t a i n  o th e r  g ro u p -

ty p e  p l a n s .  The i n i t i a l  m on th ly  u n i t  r a t e  q u o ted  i s  $ .8 5  p e r  $100 o f " in s u r e d

p a y r o l l "  (w hich  does n o t in c lu d e  s a l a r y  am ounts o v e r  $ 1 ,6 6 6 .6 7  p e r  m onth o r  p a y r o l l

f o r  p e rs o n s  o v e r  age 6 5 ) .  D ependent c o v e ra g e  p e r  s e  i s  n o t a p p l i c a b l e  to

L .T .D . in s u r a n c e .

M is c e lla n e o u s
We a r e  s t i l l  in  th e  p ro c e s s  o f  re a c h in g  f i n a l  ag reem en t w ith  P i l o t  L ife  on

r a t e  g u a r a n te e s ,  m a s te r  c o n t r a c t  p r o v is io n s  and o th e r  im p o r ta n t  te rm s .
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